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Interest Rates on Bank Deposits 


By CHARLES E. MITCHELL 


President, National City Bank of New York 


Current Rates on Deposits Should Be Based on Current Bank 
Earnings, Not on Past Profits. The Banker Should Resolve to 
Adhere to Sound Banking Principles and Give Frank Recogni- 
tion to Certain Necessary Limitations of the Banking Business. 


HE subject of interest rates on bank 

deposits is pressing for attention and 

my interest in it is such that I am 

glad to respond to the JoURNAL’s 
invitation to contribute to the discussion 
in its columns. 

I say the subject is pressing, because the 
general trend of interest rates clearly has 
been downward for several years and I see 
no reason for thinking that the movement is 
likely to be reversed or even has come to an 
end, while on the other hand, the ordinary 
operating expenses of the banking business, 
in which salaries and taxes are the leading 
items, have not been declining and are not 
likely to do so. While it is unpleasant to 
think of disturbing relations with depositors, 
it is even more so to think of reducing the 
pay of the bank staff, and other expenses are 
largely beyond control. Furthermore, it is 
a familiar fact that changing ideas about 
banking service in recent years have produced 
a constant upward tendency in operating 
costs. It is evident that a normal equili- 
brium must be maintained between  in- 
come and outgo, including in the latter rea- 
sonable returns upon capital invested, if the 
banking business is to be kept on a sound 
basis. 

Banking income is chiefly in the form of 
interest, and the largest item of banking 
outgo consists of interest on deposits. In 
the fiscal year ended June 30, 1927, the gross 
earnings of all the member banks of the 
Federal Reserve System aggregated $2,068,- 
870,000, of which $1,723,487,000 was inter- 
est; expenses aggregated $1,475,201,000, 
losses minus recoveries were $154,252,000, 
and dividends aggregated $292,066,000, leav- 
ing $147,351,000 as a margin of safety. The 
average gross income of all banks was $6.44 
to each $100 of earning assets, and of that 


$5.37 was interest and $1.08 was other earn- 
ings. Expenses are summarized as follows: 


Interest on deposits $687,021,000 
Interest on borrowed money 29,363,000 
Salaries and wages 408,048,000 
Taxes 109,708,000 
All other expenses 241,061,000 


Total expenses. $1,475,201,000 


Interest paid on deposits amounted to 46.57 
per cent of total operating expenses and to 
nearly 40 per cent of all interest receipts. 
It is clear that the banking business lives 
mainly upon the margin between interest 
received and interest paid and that the re- 
lation between the two is of vital impor- 
tance. 


Inflation of Credit and Prices 
and Rise of Interest Yields 


HE war created an enormous demand for 

credit and influenced interest rates ac- 
cordingly. Until the United States became a 
combatant the increased demand for credit 
was offset by importations of gold, which 
from early in 1915 were enlarging the bank 
reserves and thus enabling the banks to meet 
the increasing demand for loans for indus- 
trial purposes without an advance of inter- 
est rates. In fact, although the Reserve 
banks were opened for business in Novem- 
ber, 1914, comparatively little use was made 
of them until after the United States entered 
the war, in April, 1917. From this time on, 
however, the United States government sup- 
plied the European governments associated 
with it with the means of making purchases 
in this country, and gold imports for that 
purpose ceased, while Liberty loan flotations 
and the redoubled activity of the industries 
together with rising prices, caused a further 
great increase in the demand for bank credit. 
It was important that every possible ounce 
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of industrial energy of which the country 
was capable should be utilized, and the banks 
loaned freely for that purpose, with the 
support of the Reserve banks. After the 
war ended the release of previously pent-up 
private demands resulted in a further ex- 
pansion of credit, reaching close to the limits 
of the banking system in 1920. 

Theze were the circumstances which 
raised the general level of interest rates. 
Over the great part of 1920, 8 to 9 per cent 
was the common range for 60 and 90-day 
loans in the New York market, on first class 
collateral, with 8 per cent on high class com- 
mercial paper, and call money often higher. 
The discount rate of the Federal Reserve 
Bank of New York, upon 90-day commercial 
paper was raised to 7 per cent in May, 1920. 
In June an issue of Treasury certificates, 
running one year, was sold on a 6 per cent 
basis, and all Liberty bond issues were sell- 
ing above a 5 per cent basis. In May the 
Second 4% Liberty issue sold down to 81.10. 
The yield on new issues of corporate securi- 
ties may be judged by such offerings as 
General Electric 20-year 6 per cent bonds 
at 94%4 in March, and Pennsylvania Rail- 
road 10-year 7 per cent bonds at par in 
May. The Standard Statistics Company’s 
index of high grade bond yields, based upon 
the market prices of sixty outstanding is- 
sues (fifteen railroad, fifteen industrial, 
fifteen public utility and fifteen municipals) 
shows that in five months of 1920 the com- 
bined average yield was above 6 per cent 
and for the twelve months was 5.88 per 
cent. 

Under these conditions it was inevitable 
that interest rates on bank deposits should 
rise. The banks could afford to pay higher 
rates than under ordinary conditions, and 
were obliged to pay higher rates to hold 
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their time deposits against the competition 
of these high-rate securities. Furthermore, 
the need for savings was so great that un- 
usual inducements to save were in order. 

Below is given a table showing the aver- 
age combined yield of the Standard Statis- 
tics list referred to abové on each year 
from 1900 to 1927 and a chart illustrating 
the same graphically: 


Per cent 


Per cent 


perity, of rising commodity prices and an 
active demand for money. The rise of 
commodity prices is attributed to the in- 
creasing production of gold in that period, 
and rising prices and expanding business 
caused the increasing demand for money 
which in turn resulted in higher bond yields. 

Reference has been made above to gold 
importations in 1915, 1916 and 1917, prior 
to the entrance of this country into the 
war, and to the fact that they came fast 
enough to counteract the increasing demands 
for credit during that time. The average 
yield upon this list of bonds was lower in 
1916 than in 1915, but with the cessation of 
gold imports in 1917 the yield rose to 5.23 
in 1918. The chart indicates that the yield 
almost stood still at this rate through 1919, 
but the chart is based upon the average 
for each year; in fact the yield declined 


TREND oF Bonn Ds 


(ANNUAL AVERAGES OF 60 BONDS) 1% 


| 1900 1905 7910 


Interest Rates Prior to 1917 


N the decade preceding 1900 the trend of 
interest rates had been downward, not only 
in this country, but in London, then the center 
of world finance. A number of our leading 
railroad compafies have bond issues out- 
standing today which were floated in the 
latter part of that decade with 3 and 3% 
per cent coupon rates. Money for commer- 
cial purposes likewise ruled at low rates 
at that time. The discount rate of the Bank 
of England did not rise above 4 per cent 
in the five years 1894 to 1898 inclusive, and 
most of that time was 3 per cent or lower. 
The reason for this low level of all in- 
terest rates seems to have been a general 
state of business depression and stagnation. 
In this country agitation over the standard 
of value was a factor. In 1898 conditions 
began to improve, the demand for money 
increased, and by 1899 large capital expen- 
ditures, particularly for the rebuilding and 
improvement of the railroads, were under 
way in this country. This revival of busi- 
ness and of construction enterprise had the 
effect of firming up interest rates all along 
the line, so that the list of bonds upon which 
the chart is based entered the year 1900 
with a yield slightly above 4 per cent. 
The fluctvations from that time down to 
the outbreak of the war are attributable to 
temporary market conditions, but it will be 
seen that the general trend of the bond 
market was to higher yields. Except for a 


few reactions this period was one of pros- 


1915 


1920 


1925 


1930 


after the Armistice and advanced as the 
post-Armistice demands for money developed 
in 1919. Furthermore, in the fiscal year 
ended June 30, 1920, the Reserve banks lost 
by exports $315,880,000.from their reserves, 
the greatest gold export movement in one 
year in the history of the country, and this 
of course was a factor in the tight money 
situation of 1920. 


Deflation of Credit Prices and 
Interest Yields 


HE culmination of inflation occurred in 
1920. From the latter part of that year 
the aggregate amount of bank credit out- 
standing diminished until the spring months 
of 1922, when it began to increase slowly, 
and has been increasing ever since, now 
largely exceeding the amount outstanding in 
1920. Of this increase, however, only a 
moderate portion has been employed in what 
are classed as commercial loans. Commodity 
prices declined heavily in 1921-2, but the 
general level has changed little since, in- 
dicating that the expansion of credit in this 
field has no more than kept pace with the 
increase in the physical volume of business. 
The chart shows that with the revival of 
confidence which began in 1922 there devel- 
oped a demand for capital and credit which 
had the effect of checking the decline in 
the yield of securities. Real estate invest- 
ments, including building operations and 
other investments not represented by listed 
securities, have absorbed a great amount of 
capital and credit since 1921. Bond yields 
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remained almost at a level rate through 
1923, but in 1924 the downward trend was 
resumed and continued through 1925, 1926 
and 1927. 

Reviewing this period we see on the one 
hand, as tending to sustain rates, the broad- 
ening demand for capital and credit inej- 
dental to a rising tide of prosperity, and 
particularly a growing confidence in stock 
and bond values which has resulted in a 
great absorption of credit in stock exchange 
loans. On the other hand, tending to de- 
press interest rates, has been the influence 
of an increasing supply of capital from say- 
ings and profits, plus the influence of an 
increasing supply of bank credit based upon 
importations of gold. It is evident that 
since 1923 the predominating influence has 
been for higher security prices and lower 
yields, but even now yields are not low in 
comparison with those of the 1900-1910 
period. 


Supply and Demand in the 
Capital Market 


O much for the record since 1900; what 

conclusions can we draw from it as to 
the future of interest rates? An interest rate 
is a price for the use of capital or credit, 
and is governed by the law of supply and 
demand. I have named the principal fac- 
tors on both sides of the equation since 
1922; how are they likely to change from 
now on? 

Allowing for a continuance of prosperity, 
the volume of production and trade will in- 
crease; capital and credit will be wanted for 
the development and reconstruction of the 
industries, but are these demands likely to 
increase faster than the probable supplies 
of capital and credit? If business or specu- 
lative activity should fall off the demand 
for credit would be lessened. 

The greater part of the recent expansion 
of bank credit has been used in financing 
the rise of stocks and securities, and _ this 
has been a legitimate and on the whole a 
desirable use. The prices of stocks and 
bonds were abnormally depressed by the 
excessive demands for credit in the period 
1917-1920 and they had to be restored to a 
normal level before new financing could be 
done on a normal basis. Their rise has 
been accompanied by a general lowering 
of interest rates for all purposes. However, 
in view of the present price level of stocks 
and bonds, it hardly can be supposed that 
these markets will continue to absorb as 
large a share of the new supplies of credit 
as in the last four years, and unless the 
aggregate demand for capital and credit in- 
creases faster than the supply, interest rates 
will not rise. 

It is impossible to calculate closely what 
proportion of the aggregate of new pur- 
chasing power available in recent years has 
been due to actual wealth accumulations and 
what proportion has been due to credit 
based upon additions to the gold reserves, 
but it is certain that the former very much 
exceeds the latter. In the five years, from 
Dec. 23, 1922, to Oct. 10, 1927, the loans, 
discounts and investments of all the member 
banks increased by about $7,700,000,000, or 
an average of about $1,500,000,000 per year. 
The total of publicly offered capital and 
security issues in the United States in the 
single calendar year 1927, exclusive of re- 
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funding issues, is reported by the New 
York Commercial and Financial Chronicle 
as $7,735,319,725, and obviously the total 
amount of capital seeking investment was 
much greater than that sum. 

It is a fact very familiar to all who are 
engaged in investment banking that the mar- 
ket for securities has been greatly enlarged 
in recent years. The number of buyers has 
greatly increased and there is abundant evi- 
dence that the issues as offered are as a 
rule being paid for and taken out of the 
market by investors. Therefore, while it 
is true that the importations of gold have 
enlarged the supply of bank credit, and that 
this has been a factor in all interest rates, 
I fully believe that capital accumulation has 
been the predominant factor. 


Influence of Gold Upon 
Interest Rates 


gold is an important factor in the situ- 
ation, as the record since 1900 testifies, but 
the influence of gold is manifested in various 
ways. I have said that the increasing pro- 
duction of gold was responsible for a gen- 
eral rise of commodity prices and interest 
rates in the period 1900-1913, and also that 
the low interest rates prevailing in this 
country from 1915 to 1917, and the declin- 
ing trend since 1923, were due to gold im- 
portations. These sound like contradictory 
statements, but are not. The imme- 
diate effect of additions to the gold reserves 
is to make credit easier and interest rates 
lower, but as credits expand and are used 
as purchasing power they exert a stimulat- 
ing effect upon prices, and, if the influence 
is sustained, business will be stimulated, pro- 
duction will be increased, and more credit 
will be wanted. Furthermore, rising prices 
beget speculation, lenders become operators 
in the markets on their own accounts, idle 
money disappears, and the competition for 
credit advances the rates. In short, while 
the first effect of increasing supplies of credit 
is to depress interest rates, the eventual 
effect of more credit in use is to increase 
the demand and the rates. In the long run, 
interest rates move with commodity prices. 

Another point is that the increasing pro- 
duction of gold in 1900-13 replenished the 
gold reserves of all countries and caused a 
general rise of commodity prices, the mar- 
kets reacting upon each other. The gold 
supplies that have been coming to the United 
States since 1914 have not affected com- 
modity prices as expected, because com- 
modity prices in other countries have not 
been under the same influence, but under 
opposing influences. Therefore, little in- 
clination to speculate in commodities has 
developed; the supply of credit has been used 
in other fields and has had the usual effect 
in those fields. 

It is no secret that the Federal Reserve 
authorities are unfavorable to gold imports, 
and this attitude has the approval of bank- 
ers generally. We have more than our share 
of the world’s gold, and additions ‘to it 
tend to produce inflation here and stringency 
elsewhere, making this a good country to 
sell to and a poor country to sell from. 
In order to avert gold imports the Reserve 
banks have found it necessary to keep in- 


terest rates low, and with their large re- 
serves they are able to do this by letting 
out credit from time to time. If, despite 
their efforts, gold should continue to come 
to us, its immediate influence would be for 
still lower rates, and the more gold we get 
the more unbalanced the world situation will 
be. Continued gold exports would ulti- 
mately tighten our money market, but with 
the balance of payments in our favor on 
both trade and interest accounts a movement 
large enough to have a very pronounced 
effect upon interest rates does not seem 
probable in the near future. 

It is to be considered also that the out- 
look for gold production in the world is 
now the reverse of that from 1900 to 1913— 
for a decline rather than increase—and this, 
if continued, would tend, according to past 
experience, to produce a lower price level, 
accompanied by low rather. than high inter- 
est rates, as in the decade before 1900. 


An Argument for Higher 
Interest Rates 


HE strongest argument against the prob- 

ability of a further decline of interest 
rates and against accepting as permanent the 
decline which has occurred, is that which is 
based upon the fact that the decline in this 
country has been greater than in any other 
country and does not correspond to the com- 
pensation of labor or to the general level 
of commodity prices. It is urged that the 
present state of compensation for capital 
is so low that accumulations will fall off, 
that the amount available will be insufficient 
to meet the growing needs of the country, 
and therefore that interest rates must rise. 

It is true that in comparison with wages 
and commodity prices interest rates are 
much nearer the pre-war level, and that cer- 
tain conditions more or less artificial are 
partially responsible—notably our immigra- 
tion laws as a factor in wages and our 
creditor position as a factor in gold imports 
and interest rates. It is not clear, however, 
that these influences are likely to greatly 
affect the general trend of interest rates. 
If the wage movement is overdone a re- 
action will occur, but an extended struggle 
in industry over wages, with unemployment 
and business depression, would not be 
favorable to an advance of interest rates. 
As to our creditor position, a creditor coun- 
try is inevitably one of comparatively low 
interest rates, and although we have re- 
cently had an important outflow of gold as 
the result of foreign loans, such loans tend 
in the long run to increase the volume of 
payments running to us. Furthermore, if 
conceivably a gold movement outward might 
develop on a scale beyond our control, the 
prevailing conditions in this country prob- 
ably would not be favorable to more than 
a temporary rise of interest rates. An 
extensive liquidation of credit would be go- 
ing on which would soon make for easy 
money. 


Long Term and Short Term 


HAT is the relationship between the 

interest yield on long term investments 
and current rates for bank loans and bank 
deposits ? 
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The conditions are not the same and the 
rates are usually different, but a relation- 
ship exists and in the long run is bound 
to be maintained. The users of capital, 
who employ borrowed sums for long terms 
in productive enterprises at risk to their 
own capital expect to borrow low enough 
to have a reasonable assurance of profit, 
while lenders of capital who are assured 
of a permanent and safe investment which 
will require no further attention for a long 
time are willing to accept a low return; 
hence, long term money well secured or- 
dinarily can be had at the lowest rates. 
New capital—current wealth—is available 
for employment for either current or for 
long term uses, and owners of such wealth 
are constantly making choice between them; 
at the same time, corporations which are 
wanting more capital at their command are 
constantly making choice whether to provide 
it by means of bonds, current borrowing or 
the issue of capital stock. 

Bank deposits on time and at interest are 
to depositors virtually a class of invest- 
ments by themselves, of low rate, convertible 
into cash upon comparatively short notice, 
the bank assuming the responsibility for their 
profitable employment. Naturally the bank- 
er prefers to employ these deposits at short 
time, but he, too, is influenced by the rates 
obtainable. The reports of all the member 
banks of the Reserve system as of Oct. 30, 
1927, show that in the aggregate approxi- 
mately 30 per cent of their loans, discounts 
and investments were classed as investments. 

With such intermingling of loans and in- 
vestments in bank holdings, and with the 
opportunity for all lenders and borrowers 
to make choice from time to time of the 
class of investments or obligations which 
best suits their interests, it is inevitable that 
while interest rates in the various classes 
may and do fluctuate temporarily in their 
relation to each other, in the long run they 
will follow the same general trend. The 
banks are directly interested in security 
vields, first because 30 per cent of their 
funds are invested in securities, and, second, 
because if security yields decline current 
rates will tend to decline also. 


Current Interest Payments 
Should Be Based on 
Current Earnings 


URRENT interest rates on deposits 
should be based on current bank earn- 
ings, not on past profits. Many banks are 
possessed of bonds which they fortunately 
acquired when yields were higher than are 
ruling now. They are enjoying the high 
returns on original cost or perhaps realizing 
profits by sales, but clearly these earnings 
are not on a permanent basis. It is not 
sound policy to dissipate such profits by 
running the bank upon a scale of expen- 
ditures which is unwarranted by returns 
upon present values. Eventually all the 
high yield bonds will be called for pay- 
ment, and the interest on the premiums 
which they are worth today should be saved 
to replace their earning power. 
I have referred to the fact that approxi- 
mately 30 per cent of the aggregate earn- 
ing assets of member banks are classed as 


- 
gh 
yas 
)26 
ne 
d- 
Ci- 
nd 
ck 
a 
ge 
le- 
ce 
an 
on 
lat 
1as 
er 
in 
to 
ate 
dit, 
and 
ac- 
nce 
om 
ity, 
in- 
for 
the 
to 
lies 
and 
ion 
ing 
his 
nd 
he 
od 
be 
as 
ng 
ef, 
ks 
at 
as 
lit 
he 
n- 
es 
at 
ir- 
as 
nd 
it 
eS, 
ch 
m 
or 
ar. 
nd 
he 


588 


investments. I would like to invite particu- 
lar attention to the growth of this class of 
assets and the danger in it to banking 
liquidity unless the investments are of a 
class for which there exists at all times a 
broad and ready market. In order at once 
to illustrate a class of bonds which I 
have in mind as preeminently suitable to 
serve as secondary bank reserves, and the 
decline in the yield of such bonds in the 
last two years, I submit two lists, each of 
ten issues, with figures showing the prices 
and yields of each issue on the 15th day 
of each December of the last three years. 

The first list is of ten high grade rail- 
road bonds, as follows: 


the banking business. 
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It is natural for bankers to hesitate 
at any action which they think may result 
in loss of deposits. They are apprehensive 
not only of competition from neighboring 
bankers, but of investment offerings of vari- 
ous kinds. In making up his mind upon 
these considerations it is important that the 
banker shall resolve to adhere to sound 
banking principles, and give frank recogni- 
tion to certain necessary limitations upon 
There is an element 
of instability to be guarded against in a 
situation where a great volume of deposits 
payable on comparatively short notice is 
invested in long term securities. When such 
securities are sold to private investors no 


High Grade Rails 
Price and 
Maturity Dec. 15, ’25 ec. 15, Dec. 15, °27 
Atch. General 46... 1995 89% 4.50% 92 4.32% 98% 4.09% 
Baltimore & Ohio Gold 4s.............. 1948 8 4.79 93 4.43% 97 4.17% 
1958 90% 4.57% 93% 4.37% 98 4.12% 
1940 93 4.64% 96 4.37% 98% 4.10% 
N. Y. Cent. 3%s.... 1997 77 4.56% 81 4.36% 87 4.06% 
Norfolk & Western 4s.. 1996 90 4.47% 93 4.32% 97% 4.07% 
Nor. Pac. Prior Liens 4s .. 1997 86 5.03% 91% 4.40% 97% 4.11% 
1960 98 4.57% 102 4.39% 106% 4.15% 
Southern Pac. Ref. 48..............00- 1955 88% 4.70% 93 4.37% 97% 4.12% 
Union Pac. First 46...............005- 1947 92 4.58% 94 4.40% 985% 4.11% 
Average yield..............00055 4.64% 4.37% 4.11% 


The second list is of ten high grade state 
and municipal bonds, as follows: 


obligations are created except for the pay- 
ment of interest and principal at fixed dates. 


High Grade State and Municipals 


(20-Year Maturity) 
Price and Yield 
Dec. 15, ’25 Dec. 15. ’26 Dec. 15, ’27 

New York City 4348.........ccccccccccccceeves 101% 4.15% 101% 4.13% 10 3.96% 
Cleveland, Ohio, 101 4.15% 102 4.10% 105% 3.85% 
Kansas City, Mo., 43468........cccccccccccccccoce 104 4.15% 105% 4.10% 109 3.85% 
State of Michigan 104% 4.15% 105% 4.10% 109 3.85% 
State of Missouri 101% 4.15% 102 4.10% 105% 3.85% 
State of West Virginia 434s...........-0eeeeeee 104 4.20% 105% 4.10% 105% 3.85% 
Detroit, Mich., 4348.........ccccccccccccccccecs 103% 4.25% 104 4.20% 106% 4.00% 
Jersey City, N. J., 4968. 104 4.20% 104% 4.15% 108% 3.90% 
Los Angeles, Cal., 4548......ccccccccccccccccces 100% 4.45% 102 4.35% 106% 4.05% 

4.20% 4.13% 3.89% 


Average Field 


The character of these bonds is so widely 
known that they ‘are always readily salable. 
At the prices ruling on Dec. 15 last the 
average yield of the first list was 4.11 per 
cent and of the second list was 3.89 per cent. 
How much interest can a bank afford to 
pay upon deposits employed at this return, 
after allowing for the cost of doing busi- 
ness and the risk of fluctuations in the mar- 
ket price? If it is ever necessary to 
realize on them the conditions at the time 
may be such as will affect the price un- 
favorably. It must be borne in mind that 
bonds, excepting Governments, are not ac- 
ceptable as collateral at the Reserve banks. 


Adhere to Sound Banking 
Principles 


T is true that bonds can be had yielding 

higher rates than these and which under 
expert selection may be well fitted to bank 
investment, but higher rates are generally 
indicative of smaller margins of safety or 
less marketability. Mortgages and other se- 
curities can be had which are intrinsically 
sound and will give higher returns, but 
there will still remain the question of con- 
vertibility and of how large a percentage 
of a bank’s assets may be of a class not 
readily convertible. 


No cash reserves are necessary, and even 
when defaults occur occasionally the gen- 
eral financial situation is not disturbed. 
Investors cannot fly into a panic and make 
a general call for the redemption of securi- 
ties; but when a bank makes such invest- 
ments with money which has been left with 
it on deposit, new liabilities are created upon 
wholly different terms, and a default by a 
bank is a vastly more serious matter. It 
may disturb the whole banking situation. 

The Federal Reserve System was devised 
for the protection of commercial banking, 
which has an intimate relation to all cur- 
rent business activities. The Reserve Act 
is based upon the principle that commercial 
credits are of early maturities and that the 
Reserve banks may safely issue a lawful 
currency in anticipation of such maturities. 
It is agreed to be unsound policy to issue 
currency against long-term securities and 
obviously it would be unwise to have the 
whole body of outstanding investment se- 
curities held in a manner that would require 
the maintenance of cash reserves. 

In a large sense it is evident that all 
bank deposits, time as well as demand, and 
those of non-members as well as members, 
are to some extent a charge on the gold 
reserves. Recognition should be given to 
the fact that the growth of savings deposits, 


February, 1928 


particularly in commercial banks, increases 
the body of liabilities against banking re. 
serves without increasing the’ amount of 
paper eligible for discount at the Reserve 
banks. 

Normally ‘savings deposits tend to grow 
continuously, and it has been deemed safe 
to lower the required reserve against them 
to 3 per cent, but the failure of more than 
3000 banks in this country since 1920 has 
shown that the provision for a few months’ 
notice against withdrawals is not an effec. 
tive protection in a time of protracted de- 
mands. The real security must be in high 
percentage of liquidity in the protecting as- 
sets, and as to investments liquidity means 
marketability. 

I am not objecting to savings deposits or 
the practice of investing them in securities, 
The banks unquestionably render a public 
service of great importance in receiving such 
deposits and investing them in high class 
securities, but I am urging the importance 
of keeping the business on a sound and 
liquid basis, not only with due regard for 
the interests of depositors but because the 
entire banking situation is involved. The 
service which is rendered to savings deposi- 
tors is largely of the nature of expert in- 
vestment service. In general, savings de- 
positors are not experienced in the selection 
of investments and wisely prefer to place 
their funds on deposit rather than take the 
risks of making investments for themselves. 
Savings banks, or savings departments in 
commercial banks which invest the deposits 
in securities, have a similarity to investment 
trusts, but with the important difference 
that patrons of the latter hold long term 
obligations while bank patrons may with- 
draw their deposits on comparatively short 
notice. 

In short, banking service offers substan- 
tial advantages to savings depositors, but 
a bank must have a safe margin upon which 
to operate—a margin sufficient to cover ex- 
penses, risks and something for compensa- 
tion—and any business which cannot be had 
on this basis should -be considered as un- 
desirable to the banker. Furthermore, from 
the public standpoint it must be borne in 
mind that every additional bank obligation 
in the form of deposits, to the extent that 
it is a direct or indirect charge on the gold 
reserves, will have possible effects upon the 
price of all banking accommodations. It 
may be of little importance while we have 
an excess of reserves, but at another time 
it might be of great importance. 

It is said that in some localities bankers 
hesitate to reduce interest rates upon de- 
posits because of the competition of build- 
ing and loan associations. These associa- 


tions have a proper place among financial ° 


institutions, and in that place should not be 
regarded as rivals of the banks. As orig- 
inally conceived, in the form of cooperative 
institutions to aid in home-building, they 
can be run on a very economical basis and 
serve a useful purpose. If confined to this 
plan, they do not need to keep cash reserves, 
but if they enter the banking field and as- 
sume such obligations as the repayment of 
deposits on demand or short notice it would 
seem to be obvious that all the safeguards 
and requirements which apply to banking 
(Concluded on page 662) 
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The Second Phase of the Gold 


Movement 


By GURDEN EDWARDS 


New Events of Outstanding Significance. The Apparent Reversal 
of Federal Reserve Open Market Operations and Advance in 
Several Rediscount Rates. A Consistent Policy for Stabilizing the 
An Interpretation of Money Market Indices. 


Money Market. 


LTHOUGH the violence of the gold 

export movement from the United 

States, which began in September, 

subsided with the turn of the year, 

other events of outstanding significance in 

their relationship to the gold and credit 

situation followed in rapid succession in 
January and February. 

One of these was the apparent reversal 
_of the money market operations of the 
Federal Reserve banks in which a contrac- 
tion of Federal Reserve credit was substi- 
tuted for the expansion of this element 
which had been serving to meet in a meas- 
ure the loss in the country’s gold reserves. 
The other events were the advance in the 
Chicago Federal Reserve bank’s rediscount 
rate, similar action by the Reserve Bank of 
Richmond, Va., then by the New York Fed- 
eral Reserve Bank which was a stroke more 
closely related with the speculative money 
market, and later San Francisco followed. 

All of these occurrences were in the 
nature of slight touches on the monetary 
foot-brake, serving to retard the speed of 
credit expansion as a precautionary action. 
The significance of this action lies in its 
recognition of the fact that the already 
highly expanded condition of the nation’s 
commercial banking credit for investment 
and speculative activities might degenerate 
into a state of unquestioned inflation through 
further expansion, and that this structure 
might be rendered dangerously top-heavy 
through further probable contraction of the 
gold base. 

In this view of the circumstances, the 
action by Federal Reserve authorities was 
generally interpreted as constituting a policy 
of moderate restraint in respect to the 
money market as compared with the former 
policy favorable to promoting easy money. 
The past month, therefore, may be consid- 
ered as the beginning of the second phase 
of the great 1927-28 gold movement. 


Further Loss Through Ear- 
Marking 


(SOMPLETE figures for last year show 
that in the four months ending with 
December net exports of gold from the 
United States totaled more than $140,500,- 
000. They were particularly heavy in De- 
cember when the loss through physical 
export was in excess of $67,000,000. The 
gold America lost went to a score of coun- 
tries and to all points of the compass. 
During this period also the reduction 
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Conditions Con- 
trolled 


sia can not be said that 
the nation has passed 
through a critical period. 
* * * But it is conceivable 
that the conditions which al- 
ready have been easily met 
might well have led to crit- 
ical conditions were it not 
for the Federal Reserve or 
some equivalent system— 
and it is confidently to be 
expected that the Reserve 
System will just as easily 
meet conditions which yet 
may be encountered.” — 


in the nation’s reserves through ear- 
markings of gold for foreign account in 
the Federal Reserve banks amounted to 
$82,500,000. The combined losses from these 
two sources, therefore, totaled $223,000,000 
in four months. 

The total visible monetary gold stock of 
the United States contracted in these four 
months from $4,588,000,000 to $4,451,000,000, 
or by $137,000,000, domestic production and 
additions making good some of the export 
losses. In the same period the gold reserve 
as held in the Federal Reserve banks 
dropped from $2,998,000,000 to $2,739,000,- 
000, a loss of $259,000,000, or more than 
8% per cent. 

Indicative of the widespread shift which 
is taking place in the world’s monetary gold 
stocks, and which holds such an important 
place in the current money policies of the 
United States, is the fact that between 
September, 1927, when the gold outflow 
from this country began, and January, 1928, 
the gold held in central banks in Europe 
increased in more or less- notable degrees 
in the case of eight of them. The Bank 
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of England gained $21,500,000; France, 
$367,500,000; Spain, $1,500,000; Italy, 
$1,000,000; Netherlands, $14,500,000; Bel- 
gium, $11,000,000; Switzerland, $2,000,000; 
Sweden, $2,500,000. Several other central 
banks in Europe and also other parts of 
the world made lesser gold gains. The 
aggregate gold holdings of the major Euro- 
pean banks rose between September and 
January from $2,652,000,000 to $3,078,000,- 
000, an increase of $426,000,000. Although 
the United States contributed heavily, the 
increase in gold holdings of other countries 
was supplied also from new _ production, 
notably that of South Africa which exported 
some $210,000,000 in gold to Europe, India 
and South America during 1927. 

The let-down in the gold outflow from 
America after the turn of the year is re- 
corded in the net export of only $12,900,000 
in gold in January, as compared with an 
average for the four preceding months of 
over $35,000,000. Between Dec. 28 and 
Jan. 25 the total gold reserve of the Fed- 
eral Reserve banks increased by $80,000,000. 

As pointed out in a previous article, there 
rests on this changing gold base an in- 
verted pyramid of commercial banking credit 
which has been considerably and one-sidedly 
expanded, not by the needs of agriculture, 
industry and commerce for increased sup- 
plies of credit, but by the demands of se- 
curity investment and speculation. This 
situation, as pictured by the data of report- 
ing member banks of the Federal Reserve 
System, was outlined as follows: 

In December, 1926, the total loans and 
investments held by the reporting banks 
aggregated $19,873,000,000. At a correspond- 
ing date in December, 1927, this total had 
grown to $21,621,000,000. In the interven- 
ing period there occurred a contraction of 
$28,000,000 in the credits comprised in this 
total granted for agricultural, commercial 
and industrial purposes, but an expansion 
of about $1,775,000,000 in its other elements 
composed of investments and _ speculation 
credits. It was during the last four months 
of 1927, while gold exports were sharply 
contracting the reserve base under this ex- 
panded credit structure, that the major part, 
more than a billion dollars, of this expan- 
sion took place. During this latter period 
not only the investment and . speculation 
credit expanded, but also the commercial 
credit element, and the question was raised 
as to why expanding commercial credit re- 
quirements and contracting gold reserves did 
not either cause a calling of speculative 
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American Gold Went to All Points of the Compass 


loans or a reduction of investments by the 
banks to meet the expanding needs of in- 
dustry and commerce, or else result in 
money stringency. 

The explanation for this apparent para- 
dox was found mainly in the operations 
of the Federal Reserve System. It was 
shown that total bills and securities held 
by the Federal Reserve banks, which con- 
stitute the amount of Federal Reserve bank 
credit being used by the member banks and 
the money market, had increased by $328,- 
000,000. It was significant that this expan- 
sion of Federal Reserve credit was not pro- 
duced to any great degree by direct borrow- 
ing of member banks through the discount 
of eligible bills, but chiefly by the open mar- 
ket operations of the Federal Reserve banks, 
a large part of these consisting of purchases 
of .United States Government securities. 
This last type of operations occurred on 
the initiative of the Federal Reserve banks, 
placed nearly $100,000,000 more Federal 
Reserve credit in the money market and 
served to neutralize factors tending to cause 
money stringency. It was therefore assumed 
that they reflected a Federal Reserve policy 
favorable to maintaining easy money condi- 
tions as against the influence of gold losses 
and credit expansion to create tight con- 
ditions. 


A Consistent Policy fcr Sta- 
bilizing Money Market 


AX examination of the subsequent figures 
continuous with those comprised in the 
foregoing review indicates significant altera- 
tions in January both in money market con- 
ditions and Federal Reserve bank policies. 
The latter imply a consistent policy for 
stabilizing the money market. 

First, as to changes in the credit struc- 
ture of the reporting member banks: 

On Dec. 7, 1927, their total loans and 
investments, according to revised data, stood 
at $21,630,000,000. In the next five weeks, 
during which gold exports continued heavy, 
this figure steadily rose and stood at $22,- 
057,000,000 on Jan. 4, 1928. Here was an 
increase of $427,000,000. Breaking this total 
up into its component parts, we find that 


the investment element rose from $6,350,- 
000,000 to $6,426,000,000, an expansion of 
$76,000,000; security market loans from 
$6,498,000,000 to $6,939,000,000, an expan- 
sion of $441,000,000, and that commercial 
loans dropped from $8,782,000,000 to $8,692,- 
000,000, a contraction of $90,000,000. Thus 
the expansion of credit of the commercial 
banks for stock market speculation was still 
in full swing. 

During this same period of continued gold 
export and commercial banking credit ex- 
pansion, or inflation in the opinion of many, 
the volume of Federal Reserve bank credit 
in use, as indicated by bills and securities 
held by the Federal Reserve banks, ex- 
panded from $1,429,000,000 to $1,536,000,000, 
or by $107,000,000. Of this increase the 
major portion arose from direct borrow- 
ing by member banks through discount of 
bills at the Federal Reserve banks, this item 
increasing from $444,000,000 Dec. 7 to 
$521,000,000 Jan. 4, a rise of $77,000,000. 
Bills bought in the open market by the 
Federal Reserve banks rose from $380,000,- 
000 to $387,000,000, an increase of $7,000,000. 
United States Government securities held by 
the Federal Reserve banks advanced from 
$604,000,000 to $627,000,000, an expansion 
of only $23,000,000. 

In this connection it may be noted that 
through September, October and November, 
during which period total Federal Reserve 
credit expanded by $234,000,000, direct bor- 
rowings by member banks had increased 
very little, and had added only $28,000,000 
to the total expansion of Federal Reserve 
credit, the major part of which came from 
bills bought in the open market, which added 
$158,000,000 to the total, and from _ pur- 
chases of United States Government se- 
curities, which added $49,000,000. Since 
November these relationships have tended to 
become reversed. Between Nov. 30 and 
Dec. 28, when reserve credit expanded by a 
further $218,000,000, the chief source of 
this expansion was direct borrowing by 
member banks. This increased the amount 
of bills discounted by $132,000,000, whereas 
changes in the volume of bills purchased 
by the Federal Reserve banks in open mar- 
ket contributed only $31,000,000, and their 


holdings of United States Government se- 
curities only $55,000,000 to the expansion of 
Federal Reserve credit. 


A Decisive Turn in January 


HESE conditions took a decisive turn 

during January of the present year. 
Between Jan. 4 and Jan. 18 the total loans 
and investments of the reporting member 
banks dropped from $22,057,000,000 to $21,- 
870,000,000, a contraction of $187,000,000. 
The detailed changes behind this reduction 
were a drop in loans secured by stocks and 
bonds, that is, largely for stock market 
speculative purposes, from $6,939,000,000 to 
$6,657,000,000, or $282,000,000, and a drop 
in loans for commercial purposes from 
$8,692,000,000 to $8,670,000,000, or $22,- 
000,000; these reductions were offset to the 
extent of $117,000,000 by a rise in invest- 
ments from $6,426,000,000 to $6,543,000,000. 

Between Jan. 4 and Jan. 25 gold hold- 
ings of the Federal Reserve banks increased 
from $2,743,000,000 to $2,819,000,000, or by 
$76,000,000. In the same period the total 
volume of Federal Reserve bank credit in 
use decreased from $1,536,000,000 to $1,- 
174,000,000, a contraction of $362,000,000. 
This contraction was due, to the extent 
of $136,000,000, to a reduction in direct bor- 
rowing by member banks, a change originat- 
ing with those banks and normally tending 
to relieve the strain on credit. But at the 
same time the amount of government se- 
curities held by the Federal Reserve banks 
was reduced by $186,000,000, which was a 
change caused by operations initiated by the 
Federal Reserve authorities and normally 
tending to tighten up money since they with- 
draw Federal Reserve bank credit from the 
market. The functioning of this mechanism 
was fully described in an article in the 
January issue of this JOURNAL. 

The fact that the Federal Reserve au- 
thorities have thus substituted for their 
former policy of pouring credit into the 
market one of withdrawing it has been 
generally interpreted as indicating their be- 
lief that credit expansion has gone far 
enough under existing circumstances. 

(Continued on page 632) 
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at Taxation Is Doing to 


Agriculture 


H. L. RUSSELL 


Chairman Advisory Council of the Agricultural Committee American Bankers Association 


With Prices for Farm Products Falling, Taxes Are Rising. Old 


System Imposes Unequal Burdens. 
Is the Relative Inelasticity of the Property Tax. 


Fundamental Difficulty 


Country 


Bankers, Close to the Problem, May Aid In Its Solution. 


HE net result of existing tax meth- 

ods is imposing upon American 

farms a constantly increasing bur- 

den, the weight of which is now 
becoming so heavy many land owners are 
steadily sinking under the load. If this 
were merely an individual problem, where 
here and there a single person failed, it 
might easily be traced to incompetence or 
inefficiency. Such defects carry their own 
penalty. A jury trial is not necessary to 
convict. 

But where distress occurs widely in an 
occupational group, especially where such 
a group embraces so large a number as the 
farming class, the difficulty is more likely 
to be due to maladjustments that are man- 
made. 

If such a situation develops because of 
an imperfect functioning of an out-of-date 
system, it becomes a matter of national im- 
port to see if remedial measures cannot be 
applied before the patient becomes a corpse. 

Since 1920 the farm situation has been 
one of the sore spots in American industry, 
but such a situation has not been wholly 
confined to this class. When deflation in 
business occurs, primary industries of all 
kinds, especially those which deal more par- 
ticularly with the production of raw mate- 
rials, suffer more quickly and more severely 
than those industries which involve a larger 
labor element necessary for the fabrication 
of a completely finished article. Look at 
the situation in farming, lumbering, the oil 
and fuel business. Compare the stagnation 
in these businesses which is due to over- 
production, with the situation in the baking 
industry or the furniture trade, or per- 
chance in the power-using industries. 


With Falling Prices Taxes 
Are Rising 


HE disheartening feature is that coin- 

cidently with the decline in values of 
farm products taxes have risen steadily, but 
disproportionately. Compared with pre-war 
figures, the price level of all farm com- 
modities rose from 1914 to 1919 to 209 per 
cent, but by 1926 had fallen to 136 per 
cent. Taxes, on the other hand, have in- 
creased steadily from a pre-war base until 
last year they attained an index figure of 
252 per cent. 

But averages like this are deceptive. To 
the down-and-outer who loses his all be- 
cause he is below the average, little com- 


Banks Also Suffer 


ERE is a_ presenta- 

tion of the problem of 
taxation as it touches the 
business of farming, clear 
enough to challenge the at- 
tention of every thoughtful 
man. 

The burden of taxation 
is not made up of one item 
alone, but it is quite evident 
from this article by Dean 
H. L. Russell of the Uni- 
versity of Wisconsin, that 
our drifting along under a 
system not suited to the 
times in which we live ts 
reacting unfavorably upon 
business and banking. 


fort comes. The submerged half is drowned 
in spite of the fact that the other half is 
just able to keep from sinking in the rising 
tide of taxation. 

As to taxation, we might as well face 
frankly the situation that it is highly im- 
probable that taxes will be actually reduced. 
Politicians may tell us what they will do if 
elected, but the load continues to increase in 
spite of all objection. Post-election per- 
formances inevitably fall far short of pre- 
election promises. In sizing up this situa- 
tion, blame cannot be wholly laid at the door 
of the politician. He votes what the major- 
ity wants. 

If reduction is ever to be secured, it car. 
only be done by following John Sherman’s 
advice in the old greenback days, when he 
was Secretary of the Treasury—‘“the way 
to secure resumption of specie payment is 
to resume.” But can and will we reduce 
taxes in the same way‘ 

We are geared to a different speed in 
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1928 from what we had even in 1920. 
The rapid expansion in wealth demands a 
higher standard of living. 

Roads we must have regardless as to how 
they are paid for. Otherwise we cannot 
burn gasoline as fast as it is pumped from 
the constantly diminishing supplies in the 
earth. Gasoline we must have, for we must 
go somewhere else than where we are. 
Moreover, we must have hard surfaced 
roads so this gasoline consumption will not 
be interrupted. In the frigid north the roads 
must be kept open winters because of the 
heavy investment which we have in cars 
and roads that would be largely idle un- 
less winter traffic is kept up. Parentheti- 
cally, this added expense looks even more 
justifiable than some of the highly expen- 
sive layouts that are built more largely 
for pleasure than profit. 

We are told that we make the user pay 
the bill for such improved highways. Up 
to 1921 less than one-fifth of the cost of 
building and maintaining highways came 
from the gasoline tax; the balance of ex- 
pense was charged to the general property 
tax. Since that time receipts from gas 
taxes have materially increased, but even 
yet much more than half of the expendi- 
tures made for highways fall on general 
property. 

Next to roads come schools, and in many 
parts of the country school taxes are higher. 
Improvement in schools is more of an in- 
dex of progress than highway improvement, 
but costs here can be inordinately high. 
Even a good thing can be abused. Where 
a single taxing unit with an assessed value 
of $100,000 sets out to build a $90,000 high 
school, it is obvious that educationally 
minded enthusiasts need to have some tem- 
pering influence that will keep the body 
politic with its feet on the ground. 

Social standards are rising constantly. 
Relief for wunfortunates (physical, mental 
and financial) makes us recognize in an 
increasing degree that “I am my brother’s 
keeper.” It is just these things that dis- 
tingu sh prosperous America from the jungle 
ficht for mere existence. 


Old Taxing Systems Impose 
Unequal Burdens 


E must, we will, and we ought to 


have all these things and more. We 
are rich enough materially to pay for them, 


(Continued on page 658) 
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A Train of Consequences 


HERE is something solemn 
and awful in the thought that 
there is not an act or thought 
in the life of a human being but car- 
ries with it a train of consequences, 
the end of which we may never 
trace. Not one but, to a certain ex- 
tent, gives a color to our own life 
and insensibly influences the lives of 
those about us. 

The good deed or thought will 
live, even though we may not see it 
fructify, but so will the bad, and no 
person is so insignificant as to be 
sure that his example will not do 
good on the one hand, or evil on the 
other. 


HERE is, indeed, an essence of 

immortality in the life of man, 
even in this world. No individual 
in. the universe stands alone; he is a 
component part of a system of mu- 
tual dependencies, and by his several 
acts he either increases or dimin- 


ishes the sum of human good now 
and forever. 

As the present is rooted in the 
past, and the lives and examples of 
our forefathers still to a great extent 
influence us, so are we by our daily 
acts contributing to form the condi- 
tion and character of the future. 


HE living man is a fruit formed 

and ripened by the culture of all 
the foregoing centuries. Genera- 
tions six thousand years deep stand 
behind us, each laying its hands up- 
on its successor’s shoulders, and the. 
living generation continues the mag- 
netic current of action and example 
destined to bind the remotest past 
with the most distant future. 

No man’s acts die utterly, and 
though his body may resolve into dust 
and air, his good or his bad deeds 
will still be bringing forth fruit after 
their kind, and influencing genera- 
tions of men for all time to come. 


!t is in this momentous and solemn fact that the great peril and 
responsibility of human existence lies. 


By Samuel Smiles. 
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Preparedness Does Prevent 


Holdups 


By DANIEL MARKEL 


A Portland, Ore., Bank Cashier and His Wife, Having Read How 
to Discourage Banditry, Prepare for Aggressive Action and Rout 


Gang of Five Holdup Men, Killing Two of the Most Notorious 
Members. The Climax of a Bad Era for Robbers in Oregon. 


WO armed bandits on 
the morning of Jan. 19 
walked into the Mt. 
Scott State Bank, Port- 
land, Ore., and a few moments 
later were carried out dead. 

Twelve hours before the 
holdup and attempted robbery 
A. J. Demorest, cashier of the 
bank, had read an article in the 
January issue of the AMeERI- 
CAN BANKERS ASSOCIATION 
JournaL by Dale Graham, 
titled ‘Preparedness Prevents 
Holdups.” 

Mr. Demorest discussed the 
article with his wife, who also 
is employed in the bank, before 
retiring. It was of special in- 
terest to them because on Dec. 
29, only three weeks before, 
the Mt. Scott bank had been 
held up and $1,900 taken from 
the counter. 

“TI believe I’ll take the ‘22’ 
with me when I go to the bank 
in the morning,” Mr. Demorest 
reflected, recalling that at the 
time of the December holdup 
the robbers had appeared more 
nervous than any of the em- 
ployees in the bank. 

“Take the Winchester 30-30,” 
Mrs. Demorest suggested. “If 
you are going to have a gun 
there, you should have one that 
is effective.” 

The larger rifle accompanied 
Mr. Demorest to the bank the following 
morning. It was loaded with soft-nosed 
bullets.: Mr. Demorest placed it in the 
main vault. 


Mrs. Demorest Prepared 


Porte minutes later Mrs. Demorest ar- 
rived at the bank. “I’m late,” she ex- 
plained to her husband, “because I stopped 
to read the article you were reading last 
night. I want to help also if anything 
happens.” 

Mr. Demorest jestingly asked what she 
thought she could do in the event of a 
holdup. 

“I'd scream, for one thing, and throw 
something through a window to attract out- 
side attention.” 

Mrs. Demorest stepped to a cloak room 
to hang up her wraps. At that moment 


Mr. and Mrs. A. J. Demorest 


Matthew Harris, a teller, was working at 
the window nearest the main entrance of 
the bank. Harold Jones, a bookkeeper, was 
standing back of the third window from the 
front. Mr. Demorest was about midway 
between the counter and the vault. 

The cashier’s wife came out of the cloak 
room and noticed two men enter the door 
of the bank. As she walked across the office 
and toward the rear of the bank she eyed 
them closely, displeased with what she read 
in their faces, but uncertain of her suspi- 
cions. She was about to step into an ante- 
room when she saw the two men draw 
pistols. 


According to Schedule 


RS. DEMOREST screamed, stepped 
into the ante-room which looks into 
a side street, closed the door, picked up a 
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heavy inkwell, and hurled it 
through a window, almost hit- 
ting a bandit standing watch 
outside. She continued scream- 
ing. 

Meanwhile two more holdup 
men had entered the bank, but, 
startled at Mrs. Demorest’s 
cries, turned and fled. The first 
two invaders, however, 
mained. 

One of them ordered Harris 
and Jones to go to the vault, 
while the other passed around 
the counter and back toward 
the vault. 

Neither of the robbers, ap- 
parently, had noticed Mr. 
Demorest, who at his wife’s 
first scream started to the vault. 

The robber undertaking to 
rob the vault came upon Mr. 
Demorest before the cashier 
had had an opportunity to pick 
up the 30-30 “deer-gun.” But 
Mr. Demorest seized the rifle 
and fired from the hip. The 
soft-nosed bullet severed the 
bandit’s jugular vein and broke 
his neck. 

Immediately the robber 
standing outside the cage 
opened fire, but in his agitation 
missed Mr. Demorest by many 
feet. His automatic “jammed,” 
failing to throw the empty 
shell, and another soft-nosed 
bullet from the “deer-rifle” 

tore off the top of his head. 

Police inspectors assigned to the case gave 
Mr. and Mrs. Demorest equal credit for 
foiling the robbery, the former for having 
the courage to shoot the two bandits, and 
Mrs. Demorest for having the courage to 
attract outside attention, thus frightening 
away two of the bandits in the bank and 
the “look-out” man just outside. 

For, they reason, while Mr. Demorest was 
more than a match for two robbers armed 
with automatics, he might not have been 
able to successfully cope with five pistols 
in the hands of desperate criminals. 

And, the inspectors believe, Mrs. Demo- 
rest’s action may have tended to unnerve 
to a degree the two holdup men who re- 
mained. 

Police .identified one of the _ robbers, 
Fred Williams, as an ex-convict, who 

(Continued on page 656) 
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THE WARDS OF THE TRUST COMPANY 


“My mind went back a dosen years to the day when first I saw her, a little frightened foreign girl of eight years firmly clutching the 
hand of her five-year-old brother.” 
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The Diary of a Trust Officer 


A Large White Envelope Recalls the Beginning of a Trust Under 


Which One of the Wards Developed Extravagant Habits That 


Would Have Wiped Out the Estate. 
Sense of Duty. Two Wills Made in Secret. Confidences Sacred. 


JANUARY 2 


LARGE, white envelope came to 
my desk this morning. It was 
a wedding announcement that I 
read with much joy, as it told 
of the marriage of a young woman whom 
we had watched grow from childhood into 
womanhood. Our trust company had much 
to do with that period of her life in which 
she developed from a child into womanhood. 

My mind went back a dozen years to 
the day when first I saw her, a little, fright- 
ened foreign girl of eight years firmly 
clutching the hand of her five-year-old 
brother. 

They had been brought to us after the 
death of their mother. Their father had 
died a couple of years previous, and the 
mother had remarried within a year after 
becoming a widow. Soon after the second 
marriage the mother died—the climax of a 
series of bewildering events in the experi- 
ence of this young girl. She and her brother 
were left orphans in care of an unsympa- 
thetic stepfather. 

It was an interesting case. The children’s 
father was a frugal, hard-working foreigner 
who had accumulated several hundred acres 
of land within a few miles of a thriving, 
growing city. Dying without a _ will, 
his estate was administered in the usual 
way; the surviving widow received one- 
third interest in the land and each of the 
children an undivided one-third interest. 
To protect the children’s interest, it became 
necessary to have a guardian appointed, and 
our company was asked to act as guardian 
of the estates of these minors. 

The mother only lived about a year after 
her remarriage, and upon her death her 
new husband inherited one-third of her in- 
terest in this land, the remainder going to 
the children. 

The stepfather was a spendthrift, and he 
decided to sell his interest in this land. In 
order to protect these children, our company 
bought his interest in the land, arranging 
the finances for this purchase. A satisfac- 
tory lease was made upon the land and a 
sufficient income derived therefrom to place 
the children in school. 


Extravagance Enters 


FTER a while the little girl developed 
extravagant ideas and was encouraged 
in them by her associates and friends, 
thereby developing a new problem for us. 
She had to be restrained. Many times after 
she grew older she threatened to have us 
removed as guardian and replaced by some 
one more sympathetic to her wishes. 

After a time she became so incensed at 
our determination to conserve her estate 
that she would hardly speak to some of our 
officers, yet her demands, if acquiesced in, 


would have resulted in the sale of her land 
and the depletion of her inheritance. 

But since becoming of age, this young 
lady fortunately has realized the service 
that has been rendered to her, for the land 
has become very valuable, and her estate 
now amounts to many thousands of dollars. 

Since she has reached her majority she 
voluntarily has appointed us as trustee to 
manage her affairs, and this has met with 
the entire approval of the young man whom 
she has recently married. We predict a long 
and happy life for this young couple. 

It might have been different! 


I Was Asked 


JANUARY 4 


D MACY dropped into my office this 
morning with a troubled look on his 
face. 

“T have just been through an experience 
that I hope none of my friends will have 
to go through,” he said. “My wife’s father 
passed on some time ago and I was asked 
to administer the estate. I had never had 
any experience in handling estates, but both 
my mother-in-law and my wife thought it 
was a duty I owed the family. We had 
heard somewhat vaguely about the services 
a trust company can render, but we all 
thought that as the estate was relatively 
small that we would save that expense, and 
I agreed to act as administrator.” 

He continued: “Mr. Jones, this is my first 
and last experience in handling an estate. 
I had no idea what I would have to go 
through with. In the first place, I had to 
give a bond, and this cost the estate some 
money; I employed an attorney to handle 
the legal proceedings; we called in an au- 
ditor, and as my father-in-law was never 
very methodical in his business affairs, the 
estate was somewhat tangled. Practically a 
complete set of books had to be set up 
for income and inheritance tax purposes; 
I investigated and paid a lot of claims; 
I had to take inventory and render an ac- 
counting to the court. My father-in-law 
owned some property on which the mort- 
gages were coming due, and these had to 
be refinanced during the course of admin- 
istration. I practically gave all my time to 
the handling of this estate for five or six 
months. My business suffered as a conse- 
quence. When I filed the final report I 
heaved a sigh of relief. There has been 
a small distribution made to my wife and 
her mother, and they want me to invest it 
for them, so I come to you for advice.” 

I told Ed that his experience was the 
same as that of almost every other indi- 
vidual administrator or executor, and that 
a trust company was especially organized 
to administer estates of this kind, and that 
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An Executor’s Mistaken 


the costs of the handling of an estate by 
a trust company was probably less than 
when it was handled by an individual. I 
advised him of the character of investments 
that we usually made for our trusts, and 
he felt relieved to know of the services that 
could be rendered to him in this way. 

Ed then told me that he would attend to 
having his will written immediately, and 
would advise his mother-in-law to do the 
same, each naming the trust company as ex- 
ecutor, for he said, “If my wife ever had 
to go through with what I went through 
in administering the estate of my father- 
in-law, she would be a candidate for the 
hospital or the cemetery.” 

This man’s experience in this case is sim- 
ilar to many thousands of others who do 
not avail themselves of the services trust 
companies can render. 


Ten Months to Boss Me 


JANUARY 7 


HIS morning I received the following 


letter : 
“January 6, 1928. 
“Dear Mr. Jones: 

“Will you please let me come to your office 
next week? I need some clothes and other things 
for school. I only have ten months and four days 
for U to ‘boss’ me, but, Mr. Jones, I hold a 
kindly respect for the Blank Trust Company which 
is not unlike that I hold for my Dad, only not 
quite so much. 

“I pledge my support to this company for all 
my life. Always will I remember your company 
and you for the protection of wards like myself 
and not in the light in which I saw U in 1918 
when your company took over my case. For a 
while I did not appreciate the service I got, but 
I am old enough now to see the wisdom in the 
words of Mr. Smith, your secretary, and from 
that time since I have had confidence in your 
company. 

“Tf I receive my degree of manhood at your 
office on my twenty-first birthday, crying like I 
came to U, it will not be from fear of ‘unseen 
grafters,’ but for love of these ‘unseen grafters,’ 
entitled the Blank Trust Company. 

“Ask Mr. Smith about the crying of which I 
speak. I never did express my appreciation of 
your company so I take this opportunity to do so. 
Please don’t classify me as a flatterer ’cause I am 
of honest speech. 

“Hoping to hear from you soon, I am 

Respectfully your ward. 
John H. Adams.”’ 


This letter takes me back about ten years 
when this boy and his brother came to 
our office crying and frightened. He was 
then about ten or eleven years of age, his 
brother three years younger. Their father 
had died, leaving the family only a home- 
stead. Consequently, the mother had a hard 
time supporting these children. A friend 
had been appointed their guardian and had 
leased the coal rights on their farm. After 
a time his accounts as guardian became so 
tangled that he was removed by the court 
for mismanagement of the estate. 

Thereupon our company was asked to act 
as guardian of the property. 

The boys had been told a trust company 

(Continued on page 639) 
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As Cartoonists View Events of the Day 
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Auspicious Symbols —McCutcheon in the Chicago Tribune “You know, you don’t look a bit like your pictures.’—Hanny in 
the Philadelphia Inquirer 
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The Federal Reserve System Can 
Not Control Prices 


Secretary Mellon Says What System Did for Us after the War 
it Is Now Doing in a Lesser Degree for the World. Nations Must 
Be on a Sound Financial Basis to Market Our Surplus Products. 
Business Can Then Operate on Larger Scale Here and Abroad. 


EITHER the Federal Reserve Sys- 
tem nor any other system can 
control prices, said Secretary of 
the Treasury Mellon in a speech 
delivered at Charlotte, N. C., on the occa- 
sion of the opening in that city of a branch 
of the Federal Reserve Bank of Richmond. 
“In no other part of the country has the 
industrial advance been more marked than 
in the two Carolinas,” said Mr. Mellon. 
“These states in the past have been pre- 
dominantly agricultural and have usually 
been associated in the public mind with the 
production of cotton and tobacco. But in 
recent years the value of the manufactures 
of these two states combined has exceeded 
even the value of their agricultural output; 
and, as a result there has come about an in- 
crease in wealth which has necessitated a 
rapid expansion of their banking resources. 
“It is in recognition of this fact that a 
branch of the Federal Reserve Bank of 
Richmond has been established in Charlotte. 
Under the wise guidance of Governor Seay 
and his able board of directors, the Rich- 
mond Bank has had a most gratifying 
growth and has shown at all times a sym- 
pathetic understanding of the needs of this 
section. The establishment of a branch bank 
at Charlotte should still further increase 
the usefulness of the Federal Reserve Sys- 
tem by effecting a valuable saving of time 
in bank clearings and currency shipments. 
At the same time it should make for greater 
efficiency in operation, because the men in 
charge of the bank will be nearer to the 
territory which it serves and can have, there- 
fore, a more accurate knowledge of local 
conditions. Furthermore, where a branch 
bank is actually needed, as in this case, its 
establishment is in line with the principle 
of local self-government in banking, while 
at the same time bringing to you the vast 
resources of the Federal Reserve System. 


Business Free from Fear 


é67T HAT System has made it possible, for 
the first time in our history, to mo- 
bilize the banking resources of the country 
and to place them at the service of any sec- 
tion that has need of them. For the first 
time business can go forward, freed from 
the fear that at any moment, from causes 
remote or unforeseen, a financial crisis might 
develop and threaten everyone with ruin. 
“The old system, under which we oper- 
ated prior to the passage of the Federal 
Reserve Act, was notable for its scattered 
and immobile banking reserves and a credit 
inelasticity which rendered it totally inade- 
quate for the country’s needs. It was un- 


Not a Panacea 


667 HE work which the 

Federal Reserve Sys- 
tem is doing is along sound 
constructive lines. But the 
greatest mistake would be to 
expect the impossible. It is 
not a panacea for all the 
financial and economic ills 
which may befall the coun- 
try. Neither the Federal 
Reserve System nor any 
other system can control 
prices. The most that sys- 
tem can do is to influence to 
a limited extent, from time 
to time, the total volume of 
credit and its costs.’— 
A. W. MELLON 


equal even to meeting the seasonal demands 
during the crop-moving period; and, in times 
of financial stringency, it operated to aggra- 
vate rather than to relieve panic symptoms. 

“National banks could issue currency only 
when secured by government bonds; con- 
sequently they were unable to increase the 
currency in times when it was most needed. 
Banks outside of the great financial cen- 
ters could expand their credit facilities only 
by borrowing from the larger metropolitan 
banks, with the result that all loans in the 
end converged on New York. Instead of 
a coordinated system of banks, with a com- 
mon reservoir of credit, we had a large 
number of independent banking units which 
in times of stress struggled against each 
other and never worked together as part 
of one great financial structure. 

“These defects were cured by the estab- 
lishment of the Federal Reserve System. 
The twelve regional banks, under the re- 
sponsible coordinating influence of the Fed- 
eraleral Reserve Board, can effect that 
prompt mobilization of reserves which is 
so essential in prevénting panics. These 
banks are also able to provide the country 
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with an elastic currency, which expands or 
contracts with seasonal and trade needs. 
It is possible to supply the farmers and the 
trade with adequate currency during the 
crop-moving period and to effect the neces- 
sary contraction when the seasonal require- 
ments have been met. The reserves of each 
regional bank are available, through the dis- 
counting privilege, to all other Federal Re- 
serve banks. The funds of the central reser- 
voir can be diverted to any bank in the Sys- 
tem which has need of them, so that the 
financing of an increasing or decreasing 
volume of business can be accomplished 
with ease. 

“The Federal Reserve System was put 
into operation just prior to the outbreak 
of the World War and was obliged to es- 
tablish itself in public confidence during a 
period of unprecedented strain in the finan- 
cial world. The channels of world trade 
had been suddenly and violently disorgan- 
ized. The outbreak of war stopped the flow 
abroad of many exports, and this country 
was flooded with a surplus of cotton and 
other commodities which to a great extent 
proved unmarketable until the new trade 
currents had established themselves. Then 
cotton and food and manufactures which 
were needed for war purposes began to flow 
abroad in even great quantities than before. 
Agricultural and industry expanded rapidly, 
necessitating an enormous increase in credits 
which, fortunately, the banks of the Federal 
Reserve System and the other banks of the 
country were able to supply. 


Expanded Credits 


66 HEN this country entered the war 
in 1917, the strain upon the banking 
structure became even greater. It was nec- 
essary to support our military establishment 
and at the same time to make advances to 
the nations associated with us in carrying 
on the war. Our national debt increased 
from $1,281,000,000 on April 5, 1917, to 
$25,484,000,000 on June 30, 1919. In the 
floating of the Liberty Loans the Federal 
Reserve banks acted as the fiscal agents of 
the government, and their assistance in this 
and many other ways proved invaluable. 
“When the war was over and the nation 
was obliged to adjust itself to new condi- 
tions, it was the steadying influence of the 
Federal Reserve System that .brought the 
country safely through the necessary period 
of post-war readjustment with a minimum 
derangement and prevented the financial 
crisis from degenerating into a panic. As 
a result there was no serious impairment 
(Continued on page 636) 
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Interest Rates 


N this month’s JourNAL Charles E. Mitchell, presi- 

dent of the National City Bank of New York, writes, 
at length, on interest rates. 

It is a discussion worthy the time and the serious 
attention of every banker in the United States, for it 
deals with a widespread and an acute problem. 

The rates of interest paid on deposits by many banks 
are greater than the earnings of the bank warrant. 
The average banker who is in this predicament knows 
this only too well but he is fearful of loss of business 
if he puts the rates where they belong. He thinks of 
his competitors and shrinks from taking the step that 
will give them a real or an apparent advantage in the 
competition for business. 

But that is all wrong, for in the long run the greatest 
advantage must attend the bank which with unvarying 
tenacity adheres to the principles of sound banking, no 
matter what appearances to the contrary there may be. 


Would Raise the Limit of Postal Savings 


UN the present law governing postal savings 
one person may have deposits in the post office 
not exceeding $2,500. When his savings at his local 
office reach that sum the government will not accept 
any more money from him. 

But now there is pending at Washington a proposed 
amendment to the law whereby the limit would be 
changed from $2,500 to $5,000. 

Among the.arguments advanced in favor of postal 
savings when the law was originally enacted was that 
it would be a distinct service to foreigners while they 
were becoming Americanized. 

It was pointed out that many immigrants had been 
accustomed in their own countries to a postal savings 
system and were not familiar with banking practices 
of this country. They liked to deposit with the gov- 
ernment but were reluctant to utilize banks. So it was 
said that the postal savings system would be especially 
helpful to them, would be a means of adding to the 
savings of the nation, and incidentally would give a lot 
of our own people a convenient help in savings. 

But the system has not been utilized to any great 
degree. The total on deposit is approximately only 
$147,359,000, a rather small sum in a nation of 120,- 
000,000 people with plenty of employment at high 
wages. 

Obviously the total of savings would be increased if 
the limit were raised because those who prefer the gov- 
ernment to a bank will continue to increase their present 
accounts, yet banking—especially banking of this kind 
—is not the function of the government. 

In view of the oft-repeated warning of the dangers 
and the unfairness of the government engaging in busi- 
ness, the present proposal seems to be ill-advised. 

There may have been times and places where there 
were sufficient reasons for the government to embark 
temporarily in business, but the present proposal seems 
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to be without sufficient reason, for foreigners who come 
to America must fit themselves into American life and 
should not expect America to adjust and readjust itself 
to fit their customs and prejudices. 

Here is a case where the passage of this amendment 
constitutes a needless extension of the government in 
business. 

A movement in the opposite direction would, perhaps. 
be more logical. 


Building and Loan Associations 


OR the legitimate functioning of the building and 

loan associations there can be nothing but approval 
for they serve an admirable purpose and contribute to 
both happiness and prosperity. 

But in the functioning of building and loan associa- 
tions as banks, without the safeguards, the restrictions 
and the rigid supervision to which banks must subject 
themselves and to which banks are glad to subject them- 
selves, there is much to criticise and much to correct. 

Many banks, operating in strict conformity to the 
laws, find that they are losing deposits to building and 
loan companies that have exceeded their legitimate 
sphere and are, in fact, doing a banking business in 
violation of statutory law. 

These conditions exist only because the proper au- 
thorities (usually overburdened with work) have not 
attacked the problem with the necessary vigor, but the 
situation is one that must be dealt with. 

The public cannot afford to have its banking system 
undermined under the guise of what is ordinarily a 
commendable and highly useful institution. 


Investigation of Public Utilities 


O those who have observed with concern the as- 

sumption by the Federal Government of powers 
and duties that in other times were supposed to be 
exclusively matters of state regulation, the proposal 
for a Congressional investigation of public utilities 
finances has a deeper significance than just another 
Congressional inquiry. To them the public utility in- 
quiry may be interpreted as another step in the direc- 
tion of Federal usurpation. 

Why, they may ask, should Congress concern itself 
with public service corporations in some far off sec- 
tion of the nation? Most states have special laws for 
public utilities and highly organized and long estab- 
lished machinery for enforcing the laws. Cannot state 
authority furnish such regulation as may be required 
with better intelligence and more speed than can Wash- 
ington? 

That Congress in this inquiry is not going to take 
over the supervision of the public utility companies, 
but merely to make inquiry into their finances, is not 
a satisfactory answer to those who see in such a pro- 
ceeding an aggression on state rights. 

“While we ought to glory in the Union,” declared 
President Coolidge, in discussing states rights in May, 
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1926, “and remember that it is the source from which 
the states derive their chief title to fame, we must 
also recognize that the national Administration is not 
and cannot be adjusted to the needs of local self- 
government. It is too far away to be informed of 
local needs, too inaccessible to be responsive to local 
conditions. The states should not be induced by coer- 
cion or by favor to surrender the management of their 
own affairs. 

“The Federal government ought to resist the ten- 
dency to be loaded up with duties which the states 
should perform. It does not follow that because some- 
thing ought to be done, the national government ought 
to do it. But, on the other hand, when the great body 
of public opinion of the nation requires action, the 
states ought to understand that, unless they are respon- 
sive to such sentiment, the national authority will be 
compelled to intervene.” 

But—runs the argument on the other side of the 
case—while a public utility company may sell its prod- 
ucts only locally, its securities may be and usually do 
cross many state lines and are sold far afield, and 
thus the real value of the securities, if the issues are 
large and widely distributed, becomes a matter of more 
than local or state concern. If the Federal govern- 
ment has a good reason for exercising certain powers 
because a product crosses a state line, then perhaps it 
may have an equally good reason for interesting itself 
when the securities of the same company cross a state 
line. 

These so-called usurpations of Federal power are 
the results of the increasing complexity of life and 
business, made possible by the things for which we 
all strive and in which we take pride: Quick, cheap 
and reliable means of transmitting intelligence, such 
as the mails, the telegraph and the telephone ; quick and 
reliable transportation ; the freedom to get capital when 
and where we can; the freedom to invest where judg- 
ment—good or bad—may dictate. If the whole of the 
United States be the market, perhaps it is but natural 
that the whole of the United States, as represented 
at Washington, may at times become imbued with the 
thought that this or that is no longer a purely local 
concern but a subject vital to national welfare. 


Dollar Fixes World Price Level 


REMARKABLE statement is that relative to the 

dollar which Reginald McKenna, former Chan- 
cellor of the Exchequer included in his address as chair- 
man at the annual meeting of the shareholders of the 
London Midland Bank, Ltd. 

He declared that the value of the dollar, rather than 
the value of gold, determined the price levels of the 
world, and the value of the dollar is, he declared, de- 
termined by the policy of the Federal Reserve banks 
in expanding or contracting credit, instead of being 


determined by the amount of gold held by the United. 


States Treasury as a backing for its currency. 

“Today, as before the war, the price of gold in 
America is fixed,” he said, “and we are apt to assume 
that the value of gold continues to govern the value 
of the dollar. But such an assumption is no longer 
correct. While an ounce of gold can always be ex- 
changed for a definite number of dollars, the value of 
the ounce will depend upon what these dollars will 
buy, and this in turn will obviously depend upon the 
American price level. 

“If the price level in America fluctuated according 
to the movements of gold, the purchasing power or 
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value of the dollar would still depend as it did formerly 
upon the value of gold. But we know that this is not so. 
As I have just shown, the American price level is not 
affected by gold movements, but is controlled by the 
policy of the reserve banks in expanding or contract- 
ing credit. It follows, therefore, that it is not the 
value of gold in America which determines the value 
of the dollar, but the value of the dollar which de- 
termines the value of gold. 

“The mechanism by which the dollar governs the 
external value of gold is obvious. If the price level 
outside America should rise in consequence of an in- 
crease in the supply of gold, America would absorb 
the surplus gold; if, on the other hand, the external 
price level should fall in consequence of a shortage of 
gold, America would supply the deficiency. The move- 
ment of gold would continue until the price levels inside 
and outside America were brought once more into 
equilibrium. 

“Although gold is still the nominal basis of most 
currencies, the real determinant of movements in the 
general world level of prices is thus the purchasing 
power of the dollar. The conclusion therefore is forced 
upon us that in a very real sense the world is on a 
dollar standard.” 

This condition, in the opinion of Mr. McKenna, will 
continue indefinitely because America is rich enough 
to either lose or gain, and our central banking system 
is so constituted that “she is able to absorb large quan- 
tities of gold to deprive it of its debt-creating power.” 


The New Rediscount Rate 


HE change in the rediscount rate of three Federal 

Reserve banks, within a period of seven days— 
from January 24 to February 2—precipitated nation- 
wide discussion and a variety of interpretations of the 
meaning of the change. 

The first to advance the rate was the Federal Reserve 
Bank of Chicago, which at the close of business on 
Tuesday, January 24, announced a rediscount rate ef- 
fective the following morning of 4 per cent, supersed- 
ing the existing rate of 314 per cent. 

On Thursday, January 26, the Federal Reserve Bank 
of Richmond announced a similar change. On Thurs- 
day, February 1, the Federal Reserve Bank of New 
York announced a corresponding change, effective on 
February 2. Others followed. 

Whatever other interpretation may be put upon this 
action, it is quite evident that the tide of gold having 
turned, the, Federal Reserve authorities need not be 
concerned over policies aimed at keeping more gold 
from coming to America. While the low-rate policy 
had a negative effect on gold imports, it at the same 
time made for an expansion of banking liabilities and 
was held to be a powerful factor in stock market opera- 
tions. Hence the change in rates was read by many to 
mean the return to conditions that are normal from 
conditions that have been the basis of much criticism 
because of the growing total of brokers’ loans. As one 
observer puts it, “it is obvious that the Federal Reserve 
authorities had decided that a disproportionate amount 
of bank credit was being devoted to stock market spec- 
ulation, and decided to check this tendency.” 

Furthermore, it is surmised that the probability of 
an increased demand for commercial credit toward the 
end of the present month may have been a factor of 
considerable weight in arriving at the decision to en- 
force a higher rate. 
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The Irresponsible Director 


By FRANK J. WEBB 


All State Banking Departments Are Working to Overcome the 
Inertia of the Directors Who Are Not Thoroughly Awake to 


Their Opportunities and Their Liabilities. 
Act Requires the Directors to Make Examination Once a Year. 


VERY state is endeavoring to bring 
about a real appreciation among 
bank directors of their responsibili- 
ties and obligations. The movement 
on the part of state banking departments 
to keep directors informed on all matters of 
vital interest to the banks is taking form in 
different ways in various parts of the coun- 
try. In several states the law requires that 
directors meet at specified intervals, and that 
details concerning loans and discounts be 
placed before them. In others, the same 
end is served by department rules, as for 
instance in New Mexico, where the com- 
missioner issued a regulation under which 
any director missing three consecutive meet- 
ings automatically relinquishes his place on 
the board. In a number of states the ex- 
aminers’ letters of criticism of the banks 
are directed personally to all the directors 
and the latter are required to attach their 
signatures to forms which are furnished for 
replies. Almost universally, efforts are 
being made to impress the directors with 
their personal liability in case the bank en- 
counters serious trouble, and in several states 
the examiners, after each inspection of a 
bank’s affairs, are required to call the di- 
rectors into meeting and apprise them of 
the exact position of the bank. 


He is a Waste 
from the possible danger of one- 


man domination to which he subjects 
his bank, the indifferent director represents 
a waste of business ability which in many 
cases might be invaluable. He is usually a 
man of distinction in some line or he would 
not have been chosen for the board, there- 
fore his careful analysis of a bank’s credit 
line might be the means of preventing un- 
wise loans, and the abilities which brought 
him to the fore in his particular calling 
might contribute to the healthy expansion of 
the bank. At any rate, his counsel is needed. 
Too often directors attend meetings in a 
perfunctory mood, when they attend at 
all, and have left all decisions to officers 
who, however competent and honest, may 
make mistakes at times and who in any 
event are burdened with an unjust share of 
responsibilities. Then, some day, the di- 
rectors awaken to find that the bank is in 
difficulties and that they are subject to heavy 
personal liability. 

At the recent convention of the American 
Bankers Association in Houston, a resolu- 
tion was adopted directing the preparation 
of standard forms for the analysis of the 
condition of banks and for the preservation 
of business to be brought to the attention 
of bank directors. Since then a survey has 
been conducted to get the views on the sub- 


Negligent Directors ‘ 


HE bank director who 
does not direct is a 
chronic problem. He may 


attend a meeting with sonic 
regularity but sufficient in- 
terest and sense of respon- 


sibility may nevertheless be 
lacking. If he applied him- 
self to the work, he could 
add to the income of the 
bank. and increase its use- 
fulness. State bank depart- 
ments are determined to 
make directors understand 
they cannot be indifferent to 
their duties. This article 
tells what some departments 
are doing to eliminate the 
negligent director. 


ject of Bank Superintendents throughout 
the country. Their replies have been unan- 
imously in favor of keeping directors in 
closer contact with the affairs of the insti- 
tutions for which they are responsible and 
the replies suggest a variety of means for 
accomplishing this end. 

In an appeal sent out to bank directors 
by the Banking Division, Department of 
Commerce of Minnesota, part of which was 
quoted in the January JouRNAL, they are re- 
minded of their financial responsibility in 
case of trouble, and the message adds: “The 
logical result of a rubber-stamp board is a 
one-man bank. The one-man bank may be 
a very safe institution—in fact very often 
it is—but it might just as well be the very 
worst kind of a bank for all that the board 
knows about it. If you do not care to as- 
certain the character of the trust that you 
assume by becoming a bank director, you 
are unfit to be one. You are a dangerous 
character in your community; further, you 
are a traitor to your friends or those who 
trust you.” 


In discussing the subject of directors, - 


Roy A. Hovey, Commissioner of Banks of 
Massachusetts, recalled that in 1920-21 it 
became necessary in Boston for the depart 
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ment to take possession of five trust com- 
panies having aggregate assets of approx- 
imately $60,000,000, and that court action 
was instituted against the directors. on the 
grounds of negligence in the case of four 
of the closed companies. “Only in one in- 
stance,” said Mr. Hovey, “has a director 
seen fit to fight his case to a finish, all others 
having settled outside, in some cases as 
high as over a quarter of a million dollars. 
There are many cases in other states which 
clearly set forth the responsibilities of di- 
rectors.” 


Examiners Look for It 


R. HOVEY said that it is a require- 

ment in Massachusetts that the di- 
rectors approve all loans and purchases and 
sales of investments. In some of the larger 
banks loans under a certain limit are ap- 
proved by the executive committee only. 
The examiners are instructed to look for 
such approval and if it is not found it is 
noted in the report of the examination, 
which is forwarded to the bank, and such 
omissions are required to be acted upon. 
In the cases of absences of directors from 
meetings over long periods, a letter is sent 
to the president of the bank, stressing the 
responsibility of directors. 

Roy L. Bone, Bank Commissioner of Kan- 
sas, is distributing a booklet which says: 
“Legal opinion and court decisions have de- 
veloped the fact that directors of state banks 
can be held to a strict accountability for 
their actions as directors, and they should 
therefore have a clear knowledge of their 
duties or with the most honest intentions 
they may be the subject of adverse criticism 
and sustain heavy pecuniary loss. In many 
cases where directors have been required to 
make good the loss sustained by a bank it 
has been shown that they themselves have 
been guilty of no actual wrong, but have 
incurred the liability through inattention or 
ignorance. Business men who undertake to 
act as bank directors should be careful to 
post themselves as to their duties and re- 
sponsibilities which are imposed by law.” 


Officers Do the Directing 


R. BONE said that he found a great 

many instances in which one or two 
managing officers of a bank really do the di- 
recting and the directors are merely figure- 
heads. ‘We endeavor to have the directors 
get together at least once a month to go over 
the loans,” he said, “and have recommended, 
and in some cases have insisted on, a Dis- 
count Committee to pass on each loan above 
$500 before it is made. It is a real prob- 
lem and I do not know just how to solve it. 

(Continued on page 628) 
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FINANCING AMERICAN INDUSTRY 


P= & FORD, Ltd., Inc. is the largest manufacturer 
and distributor of molasses and cane syrup in the 
United States andis one of the important pi <n 
of corn syrup and other corn products. The trade 
names of some of its products, particularly “Brer Rabbit 
Molasses,” have been extensively advertised and are 
widely known. The company in all departments of its 
business deals in staple necessities in every day demand. 


Cy relationship with Penick & Ford, Ltd., Inc. has been an 
unusually broad one. It has included the underwriting with 
associates of $4,000,000 First Mortgage 8% Bonds in 1921, which 
were replaced in 1923 by a 627 issue of like amount: and the under- 
writing and offering of a $4,000,000 issue of Preferred Stock and a 
block of Common Stock. When the Company has found it neces- 
sary to borrow short-term money, A. G. Becker & Co. has supplied 
it through the purchase of Commercial paper. Because of the 
comprehensive character of our business, we have had the oppor- 
tunity of supplying the company with funds in the form best 
suited to its exact requirements, thus assuring the public 
of securities that are soundly conceived. 


A. G. Becker & Co. 


Chicago New York 


ST. LOUIS MILWAUKEE MINNEAPOLIS SAN FRANCISCO 
SEATTLE PORTLAND SPOKANE 


Bonds Short Term Notes Commercial Paper 
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The sale of 


Travelers Cheques 
iS NOW 


a winter bugis 


HE seasonal trend of travel has changed. 
Fewer Americans now stay at home because winter 
comes. They generally go wherever there is warm sunshine. 

This increased travel has resulted in increased Travelers Cheques 
sales. And there is sound reason why Travelers Cheques are necessary 
because it is a well-known fact that crooks and confidence men are 
among the first tourists to seek the warmer climates. Other visitors 
to winter pleasure resorts are the American Express Secret Service 
operators. 

The wiles of confidence men are amazing .... the gullibility of the 
public, pitiful. 

The American Express Company is not satisfied merely to insure 
the funds of those who carry its Travelers Cheques. It is constantly 
alert to protect them from possible embarrassment and danger. 

Eternal vigilance is the price of keeping negotiable paper 
inviolate. It is the vigilance of the American Express expert 
detective staff which gives American Express Travelers Cheques 
their peculiar value to the banker who wishes his patrons’ funds 
protected—as 4e protects them in his own bank. 


Tis year promises to be 4 dable Yhere 
a greater travel season 
than any before. Reser- 4 


vations cannot be made 
too early. Urge your clients 
to plan ahead. Steamship 
tickets, hotel reservations, 


itineraries, cruises and 


tours planned and booked 
to any part of the world 
by the American 
Express Travel 
Department 


“oo lravelers Cheques 


When writing to advertisers please mention the American Bankers Association Journal 
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Should Congress or Federal 
Reserve Control Credit? 


By H. E. SARGENT 


Hysteria Over Brokers’ Loans Hardly Justified Because No One 
Knows What the Limit of Brokers’ Loans Outstanding Should 
Percent- 
Call Money Valuable for Emergencies. 


Be. Comparison of Increase With That of Deposits. 
ages Not Alarming. 


ROKERS’ loans, breaking all records 
early in January for volume out- 
standing, has brought on an issue 
that long has been hovering on the 

outskirts of Congressional thought. To 
certain elements in Congress the possibility 
of legislative control of credit has always 
been an alluring one. 

Proposals for an investigation of brokers’ 
loans are bringing this Congressional com- 
plex out into the light of day. The more 
talk there is in Congress over bank loans 
to brokers on stocks and bonds, the clearer 
becomes the question to be answered: What 
is to be the controlling factor in the national 
credit structure—the Federal Reserve Sys- 
tem or the Federal statutes made and pro- 
vided ? 

The case before the country is whether 
the Federal*Reserve Board as the head of 
the Reserve System is the proper repository 
for the public confidence in administering 
to the credit needs of the country or whether 
Congress should undertake the task by fix- 
ing Federal Reserve policies by law. And 
the fact remains that Congress, if it wants 
to, can apply a very effective brake to loans 


to brokers, although the one practical method, 


has received little attention as yet. 


No Demand for Action 


YSTERIA over brokers’ loans, how- 

ever, hardly seems justified. Until the 
total of these loans began to hit the front 
pages of the daily newspapers, the country 
as a whole was well enough content to 
leave the matter in the hands of the Federal 
Reserve System. Nor can there be said to 
be any overwhelming demand for Congres- 
sional action. But brokers’ loans make a 
nice subject for speeches against speculation 
and Wall Street, which are frequent in a 
campaign year. 

President Coolidge made a national ques- 
tion out of the volume of brokers’ loans. 
It was not until the word came from the 
White House that the President, after in- 
quiry at the Treasury, saw no reason for 
unfavorable comment that brokers’ loans 
became news in the national sense. Yet 
brokers’ loans figures, as reported weekly 
by the Federal Reserve Board for the mem- 
ber banks in New York City, had been 
steadily breaking records for some two 
months before the White House.was drawn 
into the picture. 

True enough the financial journals had 
been full of comment upon the continued 
growth of brokers’ loans. Economists be- 


gan discussing the situation early in the 
winter. Some of these same economists who 
argue that what is wrong with the farmer is 
too much credit cried out against the coun- 
try banks for putting out their money on 
call in New York to furnish the funds for 
the ever mounting total of loans to stock 
brokers. 

Meanwhile the Federal Reserve Board 
was keeping its fingers on developments. 
Its surveys of business conditions repeatedly 
pointed out the expansion of member bank 
loans on securities and the decline in the 
volume of industrial loans. Still there were 
no complaints from business or from agri- 
culture, with security to offer, that money 
was tight. 

Nevertheless, as soon as the White House 
made brokers’ loans a front page story 
there was the usual immediate reaction in 
Congress. Of course, the first talk was of 
investigation. Representative Dickinson of 
Iowa introduced a bill into the House to 
amend the Federal Reserve Act to enable 
the Federal Reserve Board to penalize mem- 
ber banks making extreme loans to finance 
stock exchange transactions. Senator La 
Follette offered a resolution in the Senate 
calling upon the Reserve Board to restrict 
expansion of brokers’ loans and at the same 
time calling upon the Board to recommend 
legislation to prevent the use of the funds 
and credit of the Federal Reserve System 
for speculative purposes. 


No One Knows What 
Limit Should Be 


UT the fact remains that no one knows 

what the limit of brokers’ loans out- 
standing should be. Early in 1926 the Fed- 
eral Reserve Board began the publication 
weekly of the total loans by member banks 
in New York City to brokers and dealers in 
stocks, bonds and securities. The theory 
was that after a period these reports of the 
weekly increases or decreases in brokers’ 
loans would give the public an indicator of 
the amount of credit utilized by stock ex- 
change transactions. In other words, it was 
felt that the volume of these loans would 
regulate themselves when they approached 
the danger point. 

The danger point is the unknown quantity. 
Roughly speaking, the trend of brokers’ 
loans has been upward for the past two 
years. So, too, the resources of the country 
have been growing. Opportunities for in- 
vestment have been multiplying. Aside from 
the element of pure speculation there has 
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been more buying and selling of stocks and 
bonds and brokerage businesses have re- 
quired more credit. They increased their 
borrowings by a billion dollars in 1927. 

The peak of brokers’ loans for the week 
ended Jan. 11, 1928, represented an almost 
unbroken advance since the first week in 
November. The total then outstanding was 
$3,819,000,000. This was followed the next 
week by a decline of $32,000,000 to a total 
of $3,787,000,000. The latter figure com- 
pared with $2,770,000,000 on the same date 
in 1927, an increase of more than $1,000,- 
000,000, or about the same increase as shown 
for the year 1927 over 1928. 


What Else Increased? 


wrt else increased during the year? 
President Coolidge called attention to 
the growth in bank deposits and in securi- 
ties issues. The Comptroller of the Cur- 
rency reports that during the past year the 
deposits of all banks increased $2,250,000,- 
000. Leading member banks of the Federal 
Reserve System showed increased deposits of 
$1,369,000,000 for the 12 months ended De- 
cember, 1927. 

At the close of 1927 the market value of 
all securities listed on the New York Stock 
Exchange was approximately $86,000,000,- 
000. For the year this was an increase of 
$12,000,000,000 and an increase of $16,000,- 
000,000 since the low point of brokers’ loans 
in 1926. 

Bank deposits must be put to work but 
apparently no disproportionate amount of 
the increase in the past year went into 
brokers’ loans. Appearances are to the con- 
trary. On Jan. 4, 1928, the percentage of 
deposits loaned on stocks and bonds by mem- 
ber banks of the Federal Reserve System 
was only 29.4 per cent, as compared with 
29.8 per cent on Jan. 5, 1927, and with 30.1 
per cent on Jan. 6, 1926. 

Nevertheless there has been unfavorable 
comment. Extremists in Congress would 
shut the doors on the use of Reserve Sys- 
tem credit. The Dickinson bill would make 
the reserve board decide when a member 
bank is loaning too extensively to dealers in 
securities. That would be much the same 
problem as determining when brokers’ loans 
are too high. 

The Federal Reserve System has machinery 
to control credit if in its judgment it deems 
it advisable. It has the authority to in- 
crease rediscount rates and to sell holdings 
of securities in the open market to the point 

(Continued on page 640) 


Ways to Interest Agency Men in 
the Life Insurance Trust 


By JOHN A. REYNOLDS 


Vice-President, Union Trust Company, Detroit, Mich. 


Lead in the Educational Work Thus Far Taken by the Trust 
Companies Though Such Insurance Companies That Have 
Educated Agents in This Line of Work Are Deriving the Bene- 


fits of Their Foresight. 


T is gratifying to observe that the trust 

companies recognize in the development 

of the life insurance trust business an 

avenue for future profits which is clean 
and which may be traveled with but little 
difficulty. It is encouraging, too, to see the 
insurance companies accepting the life in- 
surance trust as a new phase of the extensive 
service they are endeavoring to give their 
policy holders, and it is gratifying to see 
the number of insurance men who are ac- 
tively using the life insurance trust in their 
sales work. 

In the old days trust companies were not 
wont to advertise extensively, but when 
special services were available to customers, 
the complete strength of the company was 
thrown back of the idea, and in one way or 
another the public was acquainted with it. 
We take cognizance of the difference in 
promotion methods in use today with those 
of the past, but even with that in mind no 
comparison may be made of the efforts used 
by trust officials in the past in developing 
new avenues of business to the money and 
time spent upon building of life insurance 
trust accounts. 

To those who are unfamiliar with the rou- 
tine of the average trust officer the desirabil- 
ity of the life insurance trust over the other 
ordinary business may not be readily ap- 
parent, but to those associated in trust com- 
pany work who know from experience the 
amount of trouble and the number of diffi- 
culties presented in the administration of 
even an ordinary estate understand that the 
life insurance trust, coming as as it does 
in cash, is most acceptable. 


Involved Estates 


trust department official acknowl- 
edges that the greater percentage of the 
trusts or estates presented are much in- 


volved. It may be that more often than 
otherwise the trust company is the victim 
of unjust censure because of its efforts to 
disentangle complicated situations found ex- 
isting after death. This is.largely the case 
because few appreciate the many problems 
that estate administration presents. 

It is sometimes astonishing to note the 
variety of investments made by even the 
sagacious business man. No one ever dies 
without betraying, through the administra- 
tion of his estate, the number of times his 
rash judgment has prevailed over good sense. 
As these estates are reviewed continually 


by the trust official, he recognizes the in- 
finite acceptability of the insurance trust 
which coming in cash is often a lifesaver, 
because it may be used for the assistance 
of an involved estate. 

So one does not have to argue the de- 
sirability of the life insurance trust from 
the trust companies’ standpoint. It is readily 
apparent. Strange to say, it has been on 
the insurance side of the case where con- 
viction has been slow. 

Insurance men who have used the life in- 
surance trust generally are enthusiastic about 
it. They recognize in it a means of selling 
more insurance. Their personal production 
records have proved to them the feasibility 
of selling not only more insurance, but of 
selling insurance in cases where it probably 
would not otherwise have been placed. They 
have also learned that where the trust plan 
has been used, the needs of the insured have 
been more clearly portrayed to him, and at- 
tendantly additional insurance has been pur- 
chased. 

It must be admitted, however, that the 
number of insurance agents who have defi- 
nitely accepted the life insurance trust plan 
as a part of their general sales program is 
relatively small. One might safely say that 
less than 5 per cent of the full-time life in- 
surance agents in this country are equipped 
to fully discuss the idea with their clients. 
The reason for this discouraging percentage 
opens up a broad opportunity for discussion, 
but in the main it resolves itself around the 
fact that the majority of insurance men have 
not had sufficient opportunity to acquaint 
themselves with its inherent desirability. 
The insurance agent, generally speaking, is 
anxious to improve his knowledge on the 
subject, so things look promising in so far 
as cooperation between the individual agent 
and the trust company are concerned. 


Agents Need Aid 


HE problem at the present time is to 

wake up the officials of many of the 
insurance companies who are lax in giving 
their agents sufficient educational material 
upon the subject. This phase of the develop- 
ment forms an interesting study. Very few 
life insurance companies are preparing lit- 
erature or advertisements for the benefit of 
their agents with the object of encouraging 
them to cooperate with trust companies. 
There are perhaps a half a dozen of the 
prominent insurance companies who have 
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Classes and Informal Conferences. 


really made a study of the proposition, and 
who are reaping the results of having given 
their agents real assistance. The average 
insurance salesman who wishes to make 
use of the life insurance trust has had to 
turn to insurance journals, bankers publica- 
tions and similar sources for advice. This 
leads one to believe that either the sales 
policy of many of our insurance companies 
needs bolstering, or that few life insurance 
officials know sufficient about the life in- 
surance trust in the first place to encourage 
any interest in it. 

This idea is given some force from the 
nature of the communications sometimes re- 
ceived by trust officials as replies to requests 
about matters of policy addressed to the in- 
surance home offices. 

It would not do in this brief article to 
give the impression that the idea of the life 
insurance trust is foreign to the desires of 
the majority of insurance companies, but it 
seems to be a fact that many of them have 
not had a complete appreciation of its fruit- 
fulness as a sales factor. Many insurance 
companies keenly realize that the dissipa- 
tion of insurance money payable in bulk in 
some cases establishes sales resistance in the 
sale of other policies. These insurance com- 
panies are striving to arrange modes of set- 
tlement whereby such criticism may be 
avoided. The life insurance trust has done 
much to avert economic waste, and insur- 
ance agents would use it more generally if 
they were fully aware that by accepting it 
they would not be running contrary to the 
regulations or policies of their own com- 
pany. 

It is to be hoped that during the coming 
year the various committees which work out 
of the several insurance company organiza- 
tions will give encouragement to further 
studying of the life insurance trust. 


Trust Company Attitude 


bees attitude of the trust company in de- 
veloping this business is certainly not en- 
tirely altruistic. The trust companies are not 
in business for charitable purposes, but they 
have spent millions of dollars in acquaint- 
ing the public with the desirability of in- 
surance, whether placed in trust form or 
not. We are convinced that the insurance 
companies have not fully realized the amount 
of good this advertising has done, or else 
the comparison between what the trust com- 
(Continued on page 657) 
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How the “Peaks” and “Falleys” 
in Deposits and Loans 


Determine the Make-up of Your 
Secondary Reserve 


RE the borrowing demands upon your bank relatively stable? Or do 
they fluctuate, with certain months showing a marked increase and 
others a corresponding decrease? Are deposits fairly regular or do they vary? 
The answers to these questions will help greatly in arriving at a sound 
arrangement of your bond reserve. Two banks in the same locality may 
show considerable difference in the variation of loans and deposits. Gen- 
erally, however, these factors are much the same in any community, but 
will vary greatly between communities. 


An old, well established manufacturing center may show relatively 
regular local borrowing demands and proportionate regularity in deposits. 
On the other hand, in newer, developing sections these items may show 
wide fluctuations and divergencies. 

Inasmuch as an important function of a bank is to keep funds available 
for the community it serves, at the same time keeping its assets profit- 
ably employed, it is apparent that the type of community must be con- 
sidered in choosing the securities for a bond reserve. 

Such an analysis is the logical foundation for a sound and profitable 
reserve structure. To help you in working it out, we are glad to make 
available the fruits of our long experience in working with hundreds 
of banks throughout the country. 


HALSEY, STUART & CO. 


INCORPORATED 
CHICAGO 201 South La Salle Street NEW YORK 14 Wall Street PHILADELPHIA 111 South Fifteenth Street 
DETROIT 601 Griswold Street CLEVELAND 925 Euclid Avenue ST.LOUIS 319 North Fourth Street BOSTON 85 Devonshire Street 


PITTSBURGH 307 Fifth Avenue MILWAUKEE 425 East Water Street MINNEAPOLIS 608 Second Avenue, 8. 
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AN CON’ 


The Colorado National Bank, Denver, Wm. 
E. @ Arthur A. Fisher and M. H. Hoyt, 
Architects, has been equipped with Johnson 
Temperature Control since 1915. 


The bank’s chief engineer and building su- 
perintendent declares that his twelve years’ 
experience with The Johnson System is con- 
vincing without any doubt as to its reliability 
and certainty of temperature control. He 
further adds that, conservatively, a fuel saving 
of 20 to 30 per cent can be had by installing 
The Johnson System Of Temperature Con- 
trol. (As much as 40 per cent fuel economy 
is not uncommon, however.) 


Although your building is erected and occu- 
pied The Johnson System Of Temperature 


Control can readily be installed, and without 
disturbing your business and office routine 
whatsoever. 


A Johnson Service Company engineer will 
call and confer with you regarding installa- 
tion of Johnson Temperature Control in your 
building. Or details will be furnished to you 
by mail, if you prefer. 


The Perfect Graduated Intermediate Heat Regulation 
And Dual Thermostat (Night and Day) Control 


JOHNSON SERVICE COMPANY 
MILWAUKEE, WISCONSIN 


Automatic Temperature Regulation Since 1885 
Branches In All Principal Cities, United States and Canada 
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Reparations “Priority’ 


By ROBERT CROZIER LONG 


9 


Berlin Point of View Places Priority Issue Among the Hoaxes. 


The Case from the Legal Side. 


Obstacles in the Way of the 


Practical Application of a Principle That Might Seriously Inter- 


fere With Security Holders’ Payments. 


RAVE experts in their special 
branches of activity sometimes are 
taken in by transparent hoaxes. 
England was recently thrilled by 
a Channel swim hoax which few experts 
saw through until the hoaxers confessed. 
During the past quarter year, a number of 
currency experts have been taken in by a 
hoax known as reparations transfers pri- 
ority. The hoax has inspired a hundred 
pens and shaken the confidence of a hun- 
dred thousand in- 
vestors. This pri- 
ority question is 
not only a hoax; 
it is an entirely 
baseless hoax of 
the quality com- 
monly called a 
mare’s nest. 
In saying this, I 
am not myself 
claiming to be im- 
mune from hoaxes. 
But I happen to 
be writing in Ber- 
lin, where all in- 
telligent citizens, 
and especially 
those in the office 
for reparation pay- 
ments, saw through 
the hoax from the 
beginning. The 
AMERICAN 
sleep of no Ameri- INVESTOR 
can investor need 
be disturbed by 
fear of loss of 
his savings from 
any kind of pri- 
ority. It is indeed 
conceivable, if un- 
likely, that the service of a single American 
loan to Germans might be imperilled through 
inability of the debtor to meet his obligations, 
inability, that is, to accumulate reichsmarks 
wherewith to buy dollars for interest and 
amortization. But it is inconceivable that 
any debtor to America who has got the nec- 
essary reichsmarks should be prevented from 
buying dollars with them by any act or meas- 
ure of the Allies, of the Berlin Transfer 
Committee, or of the Reparations Commis- 
sion at Paris. 


The Misleading Story 


HE successful spread of the priority 

hoax is all the more amazing if one re- 
members Germany’s history in the inflation 
years which immediately preceded the 
Dawes settlement. 

The story is that, in order to maintain 


reparations transfers priority, the dollars 
required by German non-reparations debtors 
to America may be rationed. That is, the 
Reparations Agent-General is to get suffi- 
cient pounds, francs, belgas, and so on with 


_ which to transfer to the Allies Germany’s 


internal mark payments; and after that, if 
the supply of foreign exchange is insuff- 
cient, the German non-reparations debtors, 
the borrowing municipalities and industrial 
corporations, will go short. This rationing 


Priority seems to have been only a passing cloud 


of exchange is the particular and concrete 
shape of the priority myth. 

Germany’s history in the inflation years 
throws instructive light on rationing. In 
1919-23 Germany herself rationed exchange 
with just as much vigor as Mr. Parker Gil- 
bert could do, if he were empowered to do 
it, and wanted to do it—which is not the 
case. But Germany in 1919-23 never 
dreamed of rationing exchange to those 
citizens who wanted dollars or sterling or 
gulden for payment of their foreign debts. 
The Reichsbank, then in complete control, 
not only allowed every debtor to keep as 
much exchange as he needed for debt-pay- 
ment, but also itself freely sold exchange to 
debtors who wanted it for the same purpose. 
As a result, German importers and others 
having debts abroad faithfully paid their 
way during the worst paroxysms of mark- 
depreciation. The Reichsbank indeed ra- 
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tioned severely. But it rationed only by 
compelling those Germans who had no debts 
abroad to deliver to it their exchange 
hoards, and it refused to sell exchange ex- 
cept upon proof that the applicant needed 
it to pay a foreign debt. Any German who 
required exchange for a legitimate purpose, 
and not merely in order to hoard it or to 
export capital, got all the exchange he asked 
for. 

As Germans remember German history 
which foreigners 
have naturally for- 
gotten, no sane 
German takes the 
priority problem 
seriously. Every 
German sees that 
the Dawes Plan, 
the Reichsbank Law 
of Aug. 30, 1924, 
and common pol- 
icy flatly prohibit 
the rationing of 
exchange. Every 
German sees that 
the rationing of 
exchange would 
simply be a proc- 
lamation of the in- 
convertibility of 
the reichs- 
mark _ currency, 
and that it would 
be followed by the 
very mark depre- 
ciation which it 
was the chief aim 
of the Dawes Ex- 
perts in 1923-24 to 
prevent. 

The reasons for 
this are of two kinds, legal and practical. 
The first arises, as stated, out of the Dawes 
Plan and the Reichsbank Law. The plan 
and the law do not speak of rationing ex- 
change to non-reparations debtors abroad. 
Rationing is an expression unfamiliar in 
currency law. But the plan and the law 
contain enactments which make rationing 
impossible. Let me illuminate the condi- 
tions behind the plan and the law: 

If a German debtor to America does not 
have exports to obtain the dollars necessary 
for payment of his debt, he can buy them 
in the open exchange market, and pay for 
them in reichsmarks. He has, however, no 
legal claim to buy dollars in the open mar- 
ket at par, or to buy them at all. His re- 
source, if he cannot get dollars at par in 
the open market, is to demand them (or 
gold, which is the same thing) from the 

(Continued on page 645) 
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What the “Priority” Discussion 
Did to Bonds 


By CHARLES F. SPEARE 


The Sequence of Events Leaaing to the Break in German Dollar 


Bonds. Prices Slowly Recovering. A Survey of the Amount and 


Character of German Bonds Outstanding on the American 
Market. 


HE sequence of events leading to 
the break in German dollar bonds 
late last year and the subsequent 
slowing down in the emission of new 
German issues is worth recording. It ex- 
plains much that has since happened, and 
is the groundwork on which the debate over 
future investments in German securities, es- 
pecially by banking institutions, is built. 

On Oct. 23 the New York Times carried 
a Paris cabled article with this opening 
paragraph: 

“There is looming on the horizon the cloud 
of a serious conflict between the United 
States and Europe over the issue of Ger- 
many’s ability to make payments abroad.” 

A few sentences later came this pertinent 
statement : “The big question will be whether 
the Allies will be paid first (when maxi- 
mum payments under the Dawes plan are 
due this year) or whether American lenders 
to Germany will get their interest first.” 

As France is the creditor most in interest 
in reparations payments, priority in such re- 
mittances naturally has a very deep signifi- 
cance for her people. 

Prior to the date of this dispatch there 
had been a great deal of backing and fill- 
ing over the issue of $30,000,000 State of 
Prussia 6 per cent bonds. Several times 
they were about to be offered and were with- 
held on objections either from the State 
Department at Washington or on advices 
from Berlin. It gradually became known 
that the question of the “productivity” of 
the loan was in dispute, and it was rumored 
that both the president of the German 
Reichsbank, Dr. Schacht, and Agent General 
for Reparations, S. Parker Gilbert, did not 
approve of it. Finally, however, it came on 
the New York market at 96%. After try- 
ing to hold it there for several weeks, the 
underwriters dissolved the syndicate, and the 
bonds declined to 91. 


No Question of Productive 
Value 


OINCIDENTALLY, an issue of $50,- 

000,000 German Central Bank for Agri- 
culture 6 per cent bonds were marketed here 
at 954. Obviously, there could be no question 
of the productive value of this loan, which 
served to help the farmers of Germany. 
Marketwise, however, it met the same fate 
as the Prussian loan. An early termina- 


tion of the underwriting group was followed 
by a decline in the issue from 95% to 91. 
The broad intimation in the Paris cable 


The Question 


6OTHE question now be- 
fore the banks and 
their investment committees 
is whether, possessing a 
fairly large slice of the total 
German loans floated in this 
country * * * they should 
add to what they already 
hold of German securities in 
order to obtain a high re- 
turn in a period of low in- 
come on domestic bonds, 
or await the developments 
of this most important year 
in the working out of the 
Dawes plan before increas- 
ing their commitment.” 


that American investors in German dollar 
bonds might have to compete with the Allies 
in getting payment of interest and principal 
on their loans stirred up a lively argument 
in which lawyers for the bankers who had 
sold German bonds maintained that the se- 
curity was safe and priority of payment 
on them was unquestioned. Apparently 
others were not so confident, for the mar- 
ket in German securities became heavy with 
offerings. Between Oct. 15 and the end 
of November a group of twenty-five of the 
most representative German state, provin- 
cial, municipal, industrial, public utility and 
banking bonds declined an average of four 
points. They had previously dropped an 
average of two points from the high of the 
year, chiefly as a result of too rapid forcing 
of new issues into the market. 

It was difficult during this time for the 
American investor in German bonds to chart 
a course that would keep him clear of dan- 
ger spots. An American banker who was 
in Germany in November met a retired 
business man from the United States who 
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The Question Now Before Investment Committees. 


was scouting about the country trying to 
get evidence on which to dispose of or hold 


’ his considerable investment in German se- 


curities. He was puzzled, as were many 
others “back home” by the statements cred- 
ited to Dr. Scha.lt that Germany had bor- 
rowed $1,800,000,000 abroad and that future 
loans must be of a “productive nature,” 
otherwise reparations payments would be 
threatened. On Nov. 6 there was published 
the full text of the memorandum of Agent 
General Gilbert to the German government. 
The purpose of this, according to the au- 
thor of it, was “to call attention to the 
dangers involved in the present economic 
situation, in the hope that by doing so fully 
and frankly at this time I may render some 
service to the German government and to 
the German economy, as well as to the 
international situation generally.” 


Germany’s Extravagance 


_— burden of Mr. Gilbert’s report was 
that Germany was extravagant in her 
expenditures and thoughtless of a future 
that would call for payment of repara- 
tions claims and foreign loans. His own 
words on-this subject were “the evidences 
are accumulating on every side, and more 
rapidly in recent months, that the German 
public authorities are developing and exe- 
cuting constantly enlarging programmes of 
expenditure and borrowing, with little re- 
gard to the financial consequences of their 
actions.” 

It was obviously a time when the Amer- 
ican investor preferred to sit by and watch 
the progress of events rather than to buy 
into Germany, and when those who already 
had commitments there were on the anxious 
seat for the obligations of a thriftless deb- 
tor are not generally considered desirable 
even though they be of government or state. 

The controversy that grew from this 
memorandum centered on the loans to 
“states and communes” and to the “produc- 
tivity’ of such loans. Under the caption 
“Finances of the states and communes” the 
Agent General wrote: 

“There is little or no current information 
as to the financial condition of the states 
and communes, but their demands for addi- 
tional grants from the Reich and their fre 
quent borrowings at home and abroad indi- 
cate that, as a whole, they are living beyond 
their means.” He pointed out that such 
loans had amounted to 1,000,000,000 reichs- 
marks since the beginning of 1926, or more 

(Continued on page 652) 
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T O D D ANNO U E-S 


A maARvEL of performance and value—this 
new Todd Protectograph. It is, in every 


a rem ark a D ] e respect, an instrument of modern business 


—a real time and labor saver. 
Whenever checks and other business or 


NEW business tool personal documents must be amount-written 


quickly and safely, the Century will prove 
its usefulness in banks and retail stores, in 


The new manufacturing plants and public utilities. 


Its touch-and-go performance, its amazing 
speed and simplicity, its versatility, its out- 


CEN I UR , standing value, the perfection of its work 
. . . all will establish new standards for a 


moderately priced check writer. 


The new Century Protectograph is beau- 
PRO l KC | OGRAPH tifully finished in nickel and two colors of 
enamel. None but the finest wear-resisting 
metals go into its construction. Todd crafts- 
manship has built this machine so nicely bal- 
anced that it operates with unprecedented 
ease and speed. Throughout, the new Cen- 
tury embodies superiorities that only Todd’s 
twenty-nine years of research and constant 
development can build. 
Let a demonstration convince you that the 
new Todd Century is the greatest value ever 


offered in a moderately priced machine. 


The Todd Company, Protectograph Di- 
vision. (Est. 1899.) Rochester, N. Y.° Sole 
makers of the Protectograph, Super-Safety 
Checks and Todd Greenbac Checks. 


These features distinguish the new 
Century Protectograph: 


1. Finely balanced working parts give remark- 
able speed and ease of operation. Handle 
can be operated with one finger. 

2.Greater visibility—indicators can be set 
with amazing speed and certainty. 


8. An exceptionally clear, deeply shredded two- 
color imprint. 

4. Prefix character is interchangeable. Can be 
made to read “Exactly,” “Certified,” “Paid,” 
or can be replaced by individual name or 
indemnity number. 

5.The payee name line can be crimped, if 
desired. 

6. Built throughout of special metals, with all 
working parts hardened and ground. 

THE TODD COMPANY 2-28 7. Unusually attractive in appearance, finished 
Protectograph Division in two colors of enamel and nickel. 
1176 University Ave., Rochester, N. Y. 8. Superior inking facilities. 

Please send me further. information about 9. Three models: Seven bank, eight bank and 
nine bank. Quickly adapted to take checks 
Name in vouchers or in sheets. 

P 10. Embodies all Todd superiorities developed 
Business through twenty-nine years’ experience, but 
bien is surprisingly low priced. 


TODD SYSTEM 
OF CHECK PROTECTION 


When writing to advertisers please mention the American Bankers Association Journal 
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Buckling Down 


Organizing to meet constantly 
keener competition means 
more than a rigorous resolve 
to fight. It means, first, the 
gathering of all facts as to 
costs—among them the all- 
important facts as to fixed 
property charges, mainte- 
nance and depreciation. These 
are best supplied through 


American Appraisal Service. 


THE 


AMERIGAN APPRAISAL 


Atlanta 
Baltimore 
Boston 
Buffalo 
Chicago 


A NATIONAL ORGANIZATION 
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Helping the Farmer to His Feet 


By ERIC ENGLUND 


United States Department of Agriculture 


Individual, Cooperative and Governmental Movements Are 
Meeting Some of Our Farm Problems, but a Most Thorough 
Economic Research Must Be Made. Reduction of Costs and Ad- 
justment of Production to Meet Market Demand Under Way. 


HE farm depression since 1920 has 
brought a flood of old and new eco- 
nomic “heresies.” It also has stimu- 
lated economic research in agricul- 
ture, thereby contributing toward the solu- 
tion of current agricultural problems and, 
let us hope, toward the prevention or miti- 
gation of similar depressions in the future. 

Economic heresies and “economically un- 
sound” proposals should not be scorned by 
scientific men, and need not cause appre- 
hepsion so long as they are accompanied by 
widespread demand for research and help 
to induce popular governments and men of 
means to make resources available for sci- 
entific investigation. 

Research in agricultural economics is sup- 
ported mainly by public funds, state and 
national. Congress and state legislatures 
have recognized by their appropriations the 
fundamental importance of this work. 


Funds for Farm Research 


Peg: Purnell Act, which became effective 
in 1925, provides additional support for 
the state agricultural experiment stations. 
In addition to $30,000 available under the 
Hatch and Adams Acts, each state received 
$30,000 of Federal funds under the Purnell 
law in 1927, and will receive $60,000 each 
in 1930 when the funds made available by 
this act will have reached their maximum. 
A substantial part of this money will be 
used for economic research in agriculture. 

State support for the experiment stations 
is even greater. In 1927 they received $3.39 
from state and local sources for every dollar 
from the national government. However, 
the larger share of these funds was used 
for research other than in agricultural eco- 
nomics. 

While Federal and state appropriations for 
scientific investigations in agriculture appear 
extensive in the aggregate, large corpora- 
tions, trade associations and other agencies 
expend much greater funds for research in 
their fields. 

In the United States Department of Agri- 
culture, economic research has made rapid 
progress in recent years. The work of the 
Bureau of Agricultural Economics has 
grown in scope and thoroughness, and is 
organized into numerous projects in many 
fields, including land problems, agricultural 
finance, statistical studies in the supply and 
demand factors in agriculture, rural soci- 
ology, farm management, cooperative mar- 
keting and other important fields. 

Research in farm economics is also sup- 
ported by private funds. The Institute 
for Research in Land Economics and 
Public Utilities of Northwestern University, 


the Institute of Economics, Washington, 
D. C., and some of the larger endowed uni- 
versities are contributing to agricultural 
economics. 

Agricultural problems may be grouped 
according to the means of solving them. 
These means are: (1) Individual effort of 
farmers; (2) joint effort through coopera- 
tive associations or other organizations, and 
(3) governmental policy expressed through 
laws and public institutions, state and na- 
tional. 

The individual farmer, like the manufac- 
turer, must face problems of reducing costs 
and of adjusting production to market de- 
mand. It is probable that the greater snare 
of farm problems must be solved by the 
farmer himself, although the relative im- 
portance of individual, cooperative, and gov- 
ernmental action has not been and perhaps 
cannot be measured. The farm as a separate 
business unit is managed by the farmer him- 
self, except for the restrictions placed on 
him by contractural relationships resulting 
from indebtedness or from lease of prop- 
erty. 

Research in farm management—the “bor- 
der land” between economics and the applied 
natural sciences in agriculture—aims to find 
out what system of farming is most profit- 
able, and to help the farmer run his com- 
plicated business more efficiently. The cost 
of producing a bushel of wheat or of corn, 
a hundred pounds of pork or of beef, a 
pound of cream or a dozen eggs, has been 
found in some cases to be twice or three 
times as great on one farm as on another 
in the same community. Research should 
find the reason for such differences. 

One farmer has learned to prepare the 
ground economically and well, to plant at 
the right time, to do the necessary farm 
work with the minimum of outlay. He has 
the most advantageous combination of crops 
and of livestock. His horses, equipment, 
and labor force are occupied most of the 
time. He cuts down overhead and makes 
his “plant” turn out products at a low cost 
per unit. To do this requires knowledge, 
judgment, care and attention to detail. 


Some of Farmer’s Problems 


T is desirable, however, that the research 

worker should do more than merely to 
find out how the successful farmer runs 
his business, although that is important, for 
it helps the unsuccessful ones to learn the 
secrets of success from the experience of 
his fellows. Having explained the relation 
between farm practices and varying degrees 
of success in farming, the research workers, 
after the fashion of “efficiency engineers,” 
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are planning model farms in a few com- 
munities. This model plan is then tried out 
in actual practice on selected farms. In the 
meantime these farms are studied in detail, 
in cooperation with the farm operators, to 
find more fully the practical usefulness of 
the new plan. 

The individual farmer faces management 
problems other than those of making the 
most efficient use of his land, labor and 
equipment in terms of physical output. His 
success also depends on his ability to adjust 
his farm business to market demand. He 
finds it desirable to produce more of one 
thing and less of another and to produce 
the quality demanded. 

Unfortunately, the farmer too often fails 
to get the price warranted by the quality 
of his product. Good and bad cream fre- 
quently sell for the same price. So it is 
with eggs and other produce. Differences 
in grade and staple of cotton make too 
little difference, often none, in price paid 
the grower. In these matters there is much 
room for improvement in our marketing 
system. There has been some change for 
the better due to research and to the effort 
of large-scale cooperatives and forward- 
looking dealers. The importance of the 
problem is gaining recognition, the first step 
toward its solution. 

Every business man has to look ahead. 
Large corporations, including banks, have 
research departments studying business 
trends. They are the headlights for their 
businesses. The farmer, too, has to be a 
“forecaster’—that is, he must judge the 
future. This is difficult, for his turnover 
is slow, requiring several years in some 
products, such as cattle. His crops are sub- 
ject to weather hazards which often up- 
set his calculations. Prices of his products 
are influenced by national and. world-wide 
conditions of supply and demand. The job 
of analyzing business trends is too compli- 
cated for the individual farmer. He has 
neither time nor resources to do it. 


How Research Helps 


HE annual “outlook” reports issued by 

the Bureau of Agricultural Economics, 
and supplementary information by state 
agencies, help the farmer to look ahead. 
The simple fact is that he must judge the 
future whether or not he has any help in 
doing it. Research bearing on supply and 
demand factors gives the farmer a useful 
supplement to his own judgment in plan- 
ning for the next season or for the next 
year. It helps him adjust the internal or- 
ganization of his farm business to external 
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A Check on New Bank Charters 


By M. H. MALOTT 


President Citizens State Bank, Abilene, Kansas; Member State Banking Board of Kansas 


While 5784 Charters Have Been Issued for Banks and Trust 
Companies During the Past Seven Years, Four Thousand Fewer 


Banks Are in Operation. 


Many States Adopt New Policy in 


Clothing Bank Commissioners With Power to Refuse Charters. 


HILE a growing check is being 

imposed on the granting of new 

bank charters throughout the 

country, a survey shows that 
5784 charters have been issued for national 
banks, state banks and trust companies since 
1920. While the greater number of these 
charters have been authorized for the crea- 
tion of new banks, during the more recent 
years a considerable number have been 
issued for the purpose of reorganizing ex- 
isting banks, or to take the place of banks 
that had closed, or conversion of charters 
from state to national or national to state. 

Running parallel to this movement for 
the chartering of new banks has been the 
period of a record breaking number of bank 
failures, conversions and mergers. These 
conditions account for the fact that, despite 
the granting of several thousand new char- 
ters, there has been an actual decrease of 
approximately four thousand in the number 
of banks that are in operation. 

In 1921 the nation had almost 31,000 
banks. 

This number has dwindled to 27,032 banks, 
due to the closing of more than three thou- 
sand banks during the past seven years, the 
widespread merger and consolidation of 
banks in many of the states. 


— from these changes, the attitude 
of the states toward sanctioning the 
opening of new banks has changed and, in 
all sections of the country, it is becoming 
more difficult for a group of men to obtain 
charters to set up new institutions. Just as 
in industry, there was an over-expansion of 
banking during the post-war boom, and the 
financial world has undergone a similar con- 
traction in plant facilities during the suc- 
ceeding years. 

While this is not true in a few states, it 
applies to many, particularly those in the 
middle west and western states. Covering 
the period from 1920 through June 30, 1927, 
Rhode Island issued only one new bank 
charter, Vermont granted 2, while New 
Hampshire issued 4, the District of Colum- 
bia 4, Maine 5, and Nevada 7. 

The charter granting records for the 
staies for the full period and for the first 
six months of 1927 is given in the tabulation 
on this page. 

The old order of “free banking,” as the 
system of requiring the issuance of charters 
to any group of responsible citizens who 
met the technical requirements as to capital 
and organization was called, has been suc- 
ceeded by the day of enlightened discrim- 
ination. This change in policy is largely 
due to the indiscriminate chartering of banks 


during the post-war boom, which produced 
more banking facilities than were needed in 
the various states. 

Until the past few years, little or no dis- 
cretionary power was vested in the state 
banking departments as to whether or not 
a charter should be authorized. However, 
during the past five years, this menacing 
situation has been largely remedied, as to- 
day in nearly all the states bank commis- 
sioners or banking boards are given much 
power and in several states the absolute 
right to determine questions of charter. 


HE tidal wave of banks chartered 


reached its height in 1920. 

In that year 1744 bank charters were 
granted, as revealed by a study recently 
made by the American Bankers Association. 
Since then there has been a decided re- 
cession in the number of charters granted, 
as shown by the graph that is published on 
this page. More banks were chartered in 


1927 to June 30 1920 to 1927 
OCG rand 


State Nat’l State Nat'l Total 
1 o* 62 17 79 


California .... 
Colorado 
Connecticut 
Delaware .... 
of Colum- 


Massachusetts. 
Michigan 
Minnesota 
Mississippi .... 
Missouri 
Montana . 
Nebraska 
Nevada 
New Hampshire .. 
New Jersey... 10 
New Mexico.. . 
New York.... 
North Carolina 
North Dakota.. 
hio 
Oklahoma ... 
Oregon 
Pennsylvania . 
Rhode Island.. .. 
South Carolina 11 
South Dakota.. .. 
Tennessee .... 3 


Virginia 
Washington .. 
West Virginia. .. 
Wisconsin 
Wyoming 


that single year than were authorized during 
the entire period of 1924, 1925 and 1926. 

During the past year only 498 new banks 
were created, and the majority of these were 
for the purpose of reopening closed banks 
or permitting conversion from national to 
state or state to national. Hence all do not 
represent additional banks. During the first 
half of 1927 only 195 state charters and 
73 national bank charters were granted. 
There was a further shrinkage in the num- 
ber of banks in operation, as there were 
381 bank failures during the first five months 
of 1927 and a number of bank consolida- 
tions. So it seems clearly indicated that 
the movement for new banks has slowed 
down to a normal rate. 

The ultra-liberal chartering of banks re- 
sulted in setting up too many banks, many 
of which were undercapitalized and destined 
to fail from the start because their com- 
munities were already amply supplied with 
banking accommodations. 


HE ease with which organizers have ob- 

tained bank charters undoubtedly has 
been a great ‘factor in the wave of bank 
failures, especially in the middle western 
states. A bank, like any other business, 
must have an ample field for profitable ser- 
vice if it is to survive. Formerly little re- 
spect for this commanding fact was paid 
in some states where two or three banks 
were set up to care for the financial needs 
of a village of a few hundred people. 

At the time that the failures of small 
banks in the middle western states was at 
its height, the Federal Reserve Board asked 
the twelve outstanding bankers from the 
different districts of the United States who 
serve on the Federal Advisory Council what 
the causes of these suspensions were. 

“It is the opinion of the Council,” the 
bankers said, “that the present unfortunate 
banking situation arises largely from the 
fact that the number of banks in the sec- 
tions involved has been much greater than 
local needs for banking accommodations re- 
quired. The organization of many of these 
banks has been stimulated and encouraged 
by unsound systems of guaranty of deposits 
by various states, which gave a false sense 
of security to those organizing the banks 
and encouraged in the public mind a lack 
of discrimination between well-managed and 
badly-managed banks. This, coupled with 
unsound and inexperienced management, re- 
sulted in inevitable disaster.” 

Tersely put, the answer was, “Too many 
banks and too few bankers,” and it faith- 

_ (Continued on page 662) 
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LOANS 


eA new Jowce 


AS a bank expands its 
facilities for offering 
constructive advice to its 

atrons in their problems, 
it develops friendships and 
establishes a confident 


clientele. 


Bank Loan Insurance,newly 
perfected and conveniently 
simple in form, emphasizes 
the ability of a bank to safe- 
guard the interests of its patrons. 


Every borrower knows that the moment he signs a 
note for money at his bank, he creates a hazard for 
every one involved in the transaction. 


All too often, in the event of the death of the bor- 
rower, delays, litigation,embarrassment and inconveni- 
ence must precede the payment of the loan. Legacies 
are depleted and estates impaired. The endorser is 
often left with the burden of the unpaid note. 


Bank Loan Insurance offers a simple and practical 


BANK LOAN 


TO DISTINGUISH YOUR 
BANK-TO PROTECT YOUR 


PATRONS -TO INCREASE 
YOUR BUSINESS 


protective service which, 
without cost to themselves. 
and with some profit, banks 
are offering to their patrons. 


This insurance is issued for 
the exact amount and exact 
length of time of the loan. 
The bank is the beneficiary. 
If the borrower dies before 
the note falls due, the policy 
is paid and the loan auto- 
matically retired. There is no medical examination, 
no red tape. A few questions are asked and a certif- 
icate instantly issued. 


Such insurance means better security for loans, more 
ao payments, and increased yield on all loans. 

ank and ensawrer are brought together in invest- 
ment as well as loan transactions. Possible patrons 
of a bank’s Trust Department are developed as estate 
conditions are discussed and the bank plans with a 
patron for the greatest measure of protection for his 
estate and his family. 


INSURANCE 


The Inter-Southern. Lifes Insurances Company 


CAREY G. ARNETT, President. 


Home Offices, Louisville, Ky. 


Capital, Surplus and Reserve for the Protection of Policyholders over 14 Million “Dollars 


Bank Loan Insurance is so 
inexpensive that costis hard- 
ly to be considered —10¢ to 
14¢ per month per $100.00, 
up to theage of 40. Slightly without obligation to ourselves. 
more up to 60 years. | Bank 


Officer. 
| City and State 


THIS COUPON 
INTER-SOUTHERN LIFE INSURANCE CO., Louisville, Ky. 


We are interested in learning more about Bank Loan Insurance; especially 
how it will allow us to increase our service'to our patrons, at the same time 
adding to our volume of business and profits. Please send full particulars, 


Bank Loan Insurance starts 
and stops with the beginning 
and ending of the loan. 
When the loan matures the 
policy expires. If the loan is 
renewed, the policy may be 
extendedin thesame manner. 


When writing to advertisers please mention the American Bankers Association Journal 
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New Union Trust Building, Detroit 
now under construction 


O LOOK UP and not down, 

to look forward and not 

back” is the spirit of Union 

Trust Company. Our officers and personnel view 
this new building, not merely as a reward of thirty- 
six years of faithful service, but rather as a starting 
point to the bigger, broader service of the future. 


Grust Compan 


First Trust Company in Detroit—Friend of the Family 
Griswold at Congress Street \ 
Detroit 


When writing to advertisers please mention the American Bankers Association Journal 
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A News Hungry World Feeds 


anada’s Forests 


On 


By C. M. SHORT 


The Spread of Literacy Has Made, In Less Than Fifty Years, 
the Manufacture Of Paper From Wood Pulp One Of the World’s 
Most Important Industries. Canada, Now Furnishing One-third 
of the Total Supply, Is Preparing To Meet Even Greater Demands. 


HE exact period when paper was 

first made is lost to view in the 

mists of antiquity, but it is believed 

that about 3500 B. C. the Egyptians 
developed a writing surface from the pulp 
of a marsh plant, and it is known that the 
Chinese also made paper from a fibrous 
substance at least two centuries before the 
Christian era. 

The Arabs learned of paper making in the 
eighth century, when, in the course of war- 
fare, they made prisoners of Chinese versed 
in this art, and history also records that 
paper was manufactured in Greece and Spain 
in the twelfth century. Italy had a num- 
ber of mills in the fourteenth century which 
turned out a good grade product, and their 
success undoubtedly ed to the establishment 
of many factories in Germany, France and 
England. When the fifteenth century dawned, 
the material was in general use. 

It should be noted, however, that while 
vegetable matter was used to some extent 
by European makers, linen and cotton rags 
were more favorably regarded, and that 
paper was made by hand until the nine- 
teenth century, when a mechanical process 
was introduced by an employee in a French 
mill. The latter event revolutionized the 
paper-making industry, and as it brought 
about a greatly increased production, it was 
probably the direct cause of a scarcity of 
rag material, which forced the search for 
a cheap substitute. 


English Method Now Used 


WO Englishmen found a method of re- 

covering cellulose (the main product of 
vegetable life) from wood by cooking chips 
in a solution of caustic soda, which is to- 
day the process for the manufacture of the 
best class of book, magazine and writing 
papers from the pulp of broad-leaved trees, 
such as poplar, basswood and_ willow, 
mixed with stronger pulp. The resulting 
product is lacking in strength, but it can 
be finished to a good surface. 

Later the sulphite process was discovered 
for the manufacture of newsprint, now the 
most important branch of the paper indus- 
try. The woods used are all of the conif- 
erous type, spruce forming 72 per cent, 
balsam 20 per cent and hemlock 8 per cent. 
After the wood selected is barked and 
cleaned, it is reduced to chips by machines 
and then screened, crushed and fed into 
digesters, where it is cooked by steam in 
the presence of bisulphite liquor, a com- 


paratively weak acid solution of calcium and 
magnesium bisulphite. Another method of 
preparing pulp is a recent modification of 
the soda process, for which spruce is the 
chief raw material, although jack pine, bal- 
sam and other conifers are suitable. The 
wood is chipped and cooked in a caustic 
solution until long, flexible and very strong 
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region 


fibers can be separated, from which kraft 
paper is made for wrapping, bags, etc. 


Turning Pulp Into Paper 


HE purpose of subjecting wood to these 

chemical treatments is to dissolve the 
non-fibrous components (fats, resins, etc.), 
as well as to break down the substance that 
holds the cellulose fibers together in order 
that they may be felted into a sheet of paper. 
Groundwood pulp, a product secured purely 
by mechanical operations without the aid 
of chemicals, contains all the wood sub- 
stance, a large part of which is not durable, 
and the pulp is useful only for the cheap- 
est grades of paper and paper board, un- 
less it is mixed with chemical pulp, when 
it is made into news, wall, cheap book, 
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manila, tissue, wrapping, bag and building 
papers. 

Turning pulp into paper embraces 
many intricate operations, but, generally 
speaking, the pulp, mixed with water, is run 
over fine wire-cloth molds revolving at great 
speed, which interlace the fibers and pass 
the sodden formation on to rollers, which 
extract the moisture and press and dry the 
material until it becomes paper. As is well 
known, there are other paper-making mate- 
rials, such as esparto grass, straw and bam- 
boo, and rags are still employed for the 
manufacture of the very best grades of 
paper. And the ancient art of making paper 
by hand has survived, so that bank-note, fine 
drawing and other special grades may be 
available. 

But a mechanical age has established the 
machine as the principal instrument of pro- 
duction and wood as the ideal material. 
Cellulose, which constitutes about 50 per cent 
of wood substance is an inert matter, prac- 
tically unaffected by ordinary chemicals, 
atmospheric conditions, bacteria and fungi, 
and paper made largely of it will last for 
centuries. And it is a significant fact that 
the world, when it entered upon extensive 
development of what is now one of its most 
important industries, turned to vegetable 
fiber, supposedly the base for the first paper 
ever made. 

Less than half a century has passed since 
paper was first made from wood pulp on 
a large scale, and since then the industry 
has expanded at an astonishing rate. The 
greatest single factor has, of course, been 
the growth in advertising, although the fact 
that a more enlightened and literate world 
now has a “reading public” has had an im- 
portant influence on the situation. There 
are now more than 20,000 newspapers in 
North America alone, and the dailies printed 
in English in the United States have a com- 
bined circulation of about 30,000,000, while 
that of Sunday editions is said to be over 
20,000,000. Furthermore, the average size 
of the large city daily paper has increased 
from twenty-three to thirty pages, and that 
of the Sunday editions from seventy-nine to 
110 pages. This phenomenal expansion in 
the newspaper publishing business has caused 
a tremendous increase in the consumption 
of newsprint, the quantity required by 
American publishers in 1926 having been 
estimated at 3,523,000 tons as compared with 
1,891,000 tons in 1919. 

Naturally, the most marked development 
in the manufacture of wood pulp and news- 
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Water power development, St. Maurice River, Quebec 


print has taken place in those countries pos- 
sessing the largest quantities of the two 
chief materials, soft wood and water. Ac- 
cordingly, the most densely wooded arcas 
of Europe—Finland, Norway and Sweden— 
furnish the greater part of the semi-manu- 
factured and finished products for the Old 
World, while the United States and Canada 
are the leading producers in the Western 
World. 

The commencement of paper making in 
the United States is credited to William 
Rittenhouse, who emigrated from Germany 
in 1688, and who erected a mill two years 
later at Germantown, Pa. The primitive 
conditions under which Rittenhouse oper- 
ated his crude plant did not prevent the 
production of good paper, hand made from 
rags. Truly, the American industry was 
solidly founded, and it seems to have kept 
pace with the great progress of the nation 
it served, especially from the time the proc- 
ess of making pulp. from wood was made 
known. 


A Virgin Field Developed 


RADUALLY, however, the manufac- 

turers were forced to look farther afield 
for supplies of pulpwood, and these were 
found across the northern border. There, 
also, were streams coursing through exten- 
sive forests of soft wood, lakes that pro- 
vided natural impounding grounds, water- 
falls that could turn the largest power 
wheels, two great transcontinental railways 
that tapped the timberlands and had con- 
necting lines in the United States, an ade- 
quate labor supply and a government which 
was ready and anxious to assist and pro- 
tect domestic and foreign capitalists inter- 
ested in the development of Canadian re- 
sources. 

As has so often happened in other Cana- 
dian industries, American enterprise and 
capital have been the generating forces in 
the pulp and paper industry. The first 
paper mill in Canada was built in the Prov- 
ince of Quebec in 1803 by a party of Ameri- 
cans, and today many of the largest paper 
companies are owned or controlled by 
American interests. The development of 
the Canadian industry is regarded as one 


of the most remarkable events in the annals 
of modern business, for in 1881 only five 
mills with an output valued at $60,000 were 
in operation. In, 1901 there were twenty- 
five mills, and in 1927 there were 117. The 
installed capacity for newsprint production 
is now 8900 tons per day, and it is expected 
that the capacity will be further increased 
in 1928 to about 9500 tons. 

With production in 1926 of 1,882,000 tons 
of newsprint, the Canadian industry, as 
shown in the following table, furnished 
about one-third of the world’s supply. In 
addition, about 1,000,000 tons of pulp and 
more than 1,000,000 cords of pulpwood were 
exported to other countries to be made into 
paper, board and artificial silk. In respect 
of the latter commodity it may be of inter- 
est to note that about half of the world’s 
production is from cellulose obtained from 
Canadian wood. The world production of 
newsprint paper in 1926 was a follows: 
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Country Production 


ons 
1,882,000 


United States 1,687,900 


Great Britain . 


Netherlands 
Italy 

Belgium 

Other Countries 


6,111,000 


Heavy Demands on Canada 


‘ie Canadian industry now requires over 
6,000,000 cords of wood annually and 
about 1,500,000 horsepower in hydroelectric 
energy. The wood comes from a forest 
area of 1,227,000 square miles, estimated 
to carry over 400 billion feet (B. M.) of 
soft wood, saw material, and nearly 900 
million cords of small timber, suitable only 
for pulpwood, ties, etc. Power is devel- 
oped from a fresh water area of 142,923 
square miles, the largest in any country, 
and a survey, probably not more than half 
complete, has revealed sites that permit of 
a turbine installation of 41,700,000 horse- 
power, of which less than 12 per cent is 
utilized at present. 

As the construction of new pulp and 
paper mills has in recent years been cen- 
tered largely in Canada, the Canadian mills 
are, as a whole, the most modern in exist- 
ence, and the importance of this factor may 
be realized if consideration be given to a 
few of the great improvements in the ma- 
chinery required by the industry. 

The most recently designed wood grind- 
ers, electrically operated, turn out fully three 
times as much pulp as those in older mills, 
with a saving in labor costs of from 50 
cents to $1 per ton, and the latest paper- 
making machines have a capacity of from 
100 to 150 tons per day, as compared with 
those manufactured less than ten years ago, 

(Continued on page 641) 
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The Remington Noiseless Typewriter is serving 
many of the country’s greatest financial insti- 
tutions quietly, efficiently and economically. 
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Standardized Bank Equipment 
that pays big dividends 


EMINGTON RAND offers to banks and 

financial houses the nation over stand- 

ardized bank equipment and service, that pays 
real dividends. 

Equipment standardized for economy, 
covering practically every banking practice 
activity, is now available in the Remington 
Rand line. 

Service ability, which has grown out of more 


than half a century of specialized experience 
with banking problems, is at your command. 
And in both equipmentandservice Remington 
Rand can assume complete responsibility, as- 
suring your satisfaction. 

Aletter from you will bringcompleteand defi- 
nite information about this standardized ser- 
vice. Remington Rand Business Service Inc., 
374 Broadway, New York. 


Remington Rand 


BUSINESS SERVICE nc. 


REMINGTON 


KARDEX - RAND SAFE-CABINET 


DALTON: POWERS KALAMAZOO 
BAKER-VAWTER : LINE-A-TIME 


LIBRARY BUREAU 
When writing to advertisers please mention the American Bankers Association Journal 
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aT aE you are tired of trying to read 
checks through wavy lines, 
zags, herring bones and polka dots, 
send for sample book of Gilbert 
Safety Bond, the patternless 
safety paper. 


BANK 


gy NAT 
C1 


MERIDAN: Conn 


Ue 
~AVINGS BANK OF 


pattern] 


SAFETY PAPER 


GILBERT PAPER CO. 


Menasha, Wisconsin | 
ASK YOUR LITHOGRAPHER OR PRINTER FOR SAMPLES. AND PRICES 


When writing to advertisers please mention the American Bankers Association Journal 
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The Stock Exchange Experiences 
Growing Pains 


By W. F. WAMSLEY 


Though Improvement and Expansion Have Been Constant 
the Daily Sale and Purchase of Securities Has Reached Such a 
Volume that the Physical Facilities for Handling the Business Are 
No Longer Adequate. Engineers Now Working On New Ticker. 


HE New York Stock Exchange has 

completed the biggest year in its 

history, a reflection of the veritable 

wave of speculative enthusiasm which 
has swept the country. It has resulted in 
one of the most remarkable bull markets of 
all time, and its immediate result has been 
to overwhelm the Exchange with such an 
avalanche of business as literally to put 
out of date its physical facilities for han- 
dling and recording the details of this big 
volume of trading. Improvements and ex- 
pansion have been constant, but the daily 
purchase and sale of securities has increased 
with such gusher-like rapidity that recently 
adopted expedients must be considered mere- 
ly temporary ones. The machinery must 
be overhauled, improved, speeded up. The 
market must be kept up to the moment, for 
time is the very essence of Stock Exchange 
contracts. 


Causes of Activity 


EARCHING for reasons for this tre- 

mendous awakening of public interest in 
securities, one finds a wide variety of factors 
responsible; probably the most important of 
these is the fact that money has been ab- 
normally easy all year and that funds which 
would ordinarily be used in the transaction 
of business have gravitated to the Stock Ex- 
change seeking employment; the prosperity 
of the country, with almost full employment 
and the continuation of a high wage scale 
have been important factors too, while still 
another is the fact that particular corpora- 
tions engaged in special lines of industry 
have made remarkable strides in earnings 
and that the public appreciation of these in- 
creased values has been recognized and re- 
flected in .an abnormal expansion in the 
trading in them, with consequent buoyancy 
in prices. Pool operations, too, have been an 
important factor in the swift expansion of 
dealings, while such corporate developments 
as extra or increased dividends, the split-up 
of shares into smaller units via stock divi- 
dends and mergers of various corporations 
engaged in the same line into one compact 
unit for purposes of economy have all added 
their quota to the intense market excitement 
which has prevailed. 

The total of stocks dealt in on the Ex- 
change during the year 1927 aggregated 
576,990,875, an increase of more than 130,- 
000,000 shares’ over the total for 1926, of 
about the same number over 1925, and an 
aggregate practically double that dealt in 
during the year 1924. - Calculating the aver- 


age price of the shares dealt in on the Ex- 
change during the year at $60, a conserva- 
tive figure, the aggregate money value of the 
securities turned over was about $35,000,- 
000,000, through which dealings the member- 
brokers on the Exchange earned some $175,- 
000,000 in commissions, calculating the aver- 
age commission for a “round trip” on 100 
shares of stock at $30. To be added to this 
huge turnover of stock is the $3,321,545,600 
of bonds dealt in, but which are quoted on 
a separate set of tickers. This aggregate, 
big as it was, did not set a record, since in 
1922 the dealings exceeded the $4,000,000,000 
mark. In fact, in the last ten years, the 
aggregate of bonds dealt in on the Stock 
Exchange in 1927 has been topped six times. 


Difficulties Develop 


HE problem of officials of the Stock 
Exchange, therefore, is one of devising 
ways and means to handle a market which 
has practically doubled itself in volume with- 
in three years, and to make sure at the 
same time that there is not only accelerated 
speed but constant accuracy. Many strides 
in this direction have been taken. The ticker 
itself has been speeded up to its maximum 
capacity of 300 characters to the minute, 
at which rate it can grind out the record 
of an average day’s trading of some 2,500,- 
000 shares and keep well up to the market. 
It is on the big days, however, when the 
turnover on the Exchange runs up to 2,750,- 
000 and 3,000,000 shares that the difficulties 
develop, and, naturally enough, it is on these 
days that accurate and fast quotations are 
most necessary. For it is on these days 
that the market is “doing something,” either 
rising or falling rapidly, and the general 
public, watching its ticker, finds itself at 
times from a few minutes to as much as 
almost half an hour “behind the market.” 
Trading under such conditions, quite natu- 
rally, is “hit or miss,” and chaos results in 
brokerage houses. To the credit of the 
Stock Exchange officials it should be noted 
that these conditions have developed despite 
intensive efforts they have made and are 
continuing to make to remedy them. It is 
just a case of growing pains. 

Two expedients recently have been adopted 
to obviate the confusion of -big days and 
in the endeavor to bring the tickers “up to 
the market.” One of these is now in effect; 
the other will soon be ready for service. 
The first is the simple method of dropping 
the “htindredths” from the numerals. The 
opening sales are printed in full, but after 
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these initial sales have been recorded, the 
entire price no longer is given unless. ‘the 
market happens to be in a lull, in which the 
tickers are fully “up to the market,” and 
the extra seconds can be spared. We will 
say that United States Steel common, for 
which the market symbol is X. opens the 
day with the sale of 500 shares at 152... This 
initial sale would be printed on the ticker 
tape X.5.152. The next sale might be of 
200 shares at 15214. It would therefore be 
printed X.2.24%4, and:so on. There was some 
minor grumbling in Wall Street, especially 
from the veterans who had been “tape 
watchers” for years, when the new system 
was adopted. This has disappeared. Traders 
quickly accustom themselves to new condi- 
tions when their money is at stake. It was 
the theory of the Exchange Committee in 
charge of. quotations that it was merely a 
question of time until everyone interested 
in the market would acquaint and accustom 
himself to the new symbols. This is ex- 
actly what has happened. 


The Main Objection 


bing main objection raised was that in 
the case of a very wild and active stock 
the casual observer would not know in what 
bracket of tens his shares were selling, un- 
less the tape were followed continuously. 
The stock reporters, newspapers, and the 
rank and file of brokerage office habitues 
appear to have accepted the new abbreviation 
system in hospitable fashion. At any rate, 
since from 15 to 20 per cent more quota- 
tions can be printed in a five-hour day 
through the new method than by the old, 
there is every present indication that it will 
be permanent. 

The other innovation now being installed 
in the Exchange building is that of a cen- 
tral switchboard for quotations, which will 
be connected directly with each trading post, 
with a telephone operator on each line. An 
Exchange broker finding that the ticker is 
“behind the market,” and requiring imme- 
diate quotations on a particular steck, will 
therefore call this central switchboard, which 
will in turn secure the information directly 
from the post where trading is going on, 
and “the market” of the moment will be 
flashed to him. 

Possibly these may be termed temporary 
expedients. The market is growing so fast 
that even the present system, expanded and 
improved as it has been, can hardly keep 
pace. What will the situation be on the 

(Continued on page 642) 


Profits in the Meat Packing 
Industry 


By D. RICHARD YOUNG 


Though a Basic Industry Whose Products Are Used in Every 
Home the Earnings of Eighteen Companies for a Two-Year 
Period in Time of General Prosperity Show Drop of 52 Per Cent. 


Outlook is Favorable. 


HE meat packing industry has just 

completed a year that was far from 

satisfactory, but indications are that 

earnings in 1928 will be much more 
favorable. The chief trouble last year was 
the marked decline in prices of hogs which 
entailed inventory losses. To operate suc- 
cessfully on a falling market is difficult for 
any industry, but particularly so for meat 
packing where the turnover is so large and 
the normal margin of profit so small that a 
decline of only a small per cent in the value 
of product frequently wipes out the profit 
altogether. 

During January several of the packing 
companies, including Swift, Armour, Wil- 
son and Cudahy, issued their annual reports 
to stockholders covering in most cases fiscal 
years ended Oct. 31. The reports make a 
more disappointing showing than for several 
years. Of some eighteen companies in the 
meat packing and by-product lines which 
give details to the public, comparable fig- 
ures covering the past two years are now 
available for nine concerns. These show 
combined earnings in 1926 of $34,042,000 
and in 1927 of only $16,044,000, a drop of 
52 per cent! 

Following are the earnings for the past 
two years of the principal American pack- 
ing concerns, including by-products, which 
publish reports to stockholders, in the news- 
papers, and in Poor’s Industrial Manual. 
Figures represent net profits available for 
dividends or to carry to surplus, ie. after 
all expenses, depreciation reserves, interest 
charges, provision for taxes and inventory 
adjustments have been deducted. Fiscal 
years end Dec. 31, unless otherwise indi- 
cated. 

Meat Packers 


Net Profits—000s Omitted 
1926 1927 


Allied Packers, Inc.1..........+++ D$165 D $2,113 
American Glue C 346 cone 
Armour & Co.?....... 

Cudahy Packing Co.'.. 

Wm. Davies Co., Inc. . 

Jacob Dold Packing Co.? 

Denver Union Stock Yards Co... 

A. Fink & 

Adolf Gobel, 

Hammond Standish & Co.'....... 

Hygrade Food Products Corp 

E. Kahn’s Sons Co 

Libby, McNeill & Libby* 

S. Oppenheimer & Co 

St. Paul Union Stockyards Co.... 

Swift & 

Wilson & Co., Inc® 

William Zoller Co 


1Years ended Oct. 31; 2Years ended Oct. 
1926 includes ten months; %1926 includes 
months; Years ended Feb. 28; ®Years ended Oct. 
31—1926 includes eight months. (D) Deficit. 
*Before certain charges. 


. drop in earnings of 52 per cent 
compared with the previous year is of 
interest for several reasons. In the first 
place, it illustrates that the “general pros- 
perity” usually ascribed to 1927 was not 
true of all lines, and it shows the weakness 
of the all too prevalent habit of following 
“general business conditions” without an- 
alyzing the situation by particular fields. 
Also, it shows that merely because an indus- 
try is basic, as old-established as life itself, 
and providing an important portion of the 
food supply for every family in the land is 
no guarantee that a “fair return” will be 
realized every year. 

A few of the largest packing organiza- 
tions are subject to criticism and even leg- 
islative attack periodically by a certain class 
of politicians, merely because they are large. 
The well-known charges against any “mil- 
lion dollar corporation” have for years been 
regarded as vote-catchers and the practice 
of “railroad-baiting” and attacking “big- 
business,” while showing signs of losing its 
popularity with the thinking public, has not 
yet been given up. This year, however, the 
packing industry at least can hardly be 
pointed to as profiteering, and the owners 
of large and small packing houses alike will 
probably be left-to enjoy their profits with- 
out disturbance. 

The chief factor in reducing packers’ 
profits last year was the decline in prices 
of hogs and pork products. From a high of 
$14.58 per hundredweight (Chicago) reached 
in June of 1926 the monthly average de- 
clined to $11.59 in December, 1926, and to 
$8.16 in December, 1927, representing a drop 
of 44 per cent within eighteen months. 

Hog prices have recovered slightly to 
around $8.25 at the present time. Pros- 
pects this year are for continued low prices 
of hogs, due to ample supplies of corn for 
feeding purposes. It will be recalled that 
last year the corn crop got a very late start 


Chemistry of Packing House Products. 


and it was feared would give the lowest yield 
for many years, but the favorable summer 
weather and late fall brought one of the 
best harvests in history. The Department 
of Agriculture estimated corn production on 
July 1, 1927, at 2,274,000,000 bushels, but 
by Dec. 1, 1927, the final estimate was raised 
to 2,786,288,000 bushels. 

Prices of pork products declined corre- 
spondingly with hogs. Smoked hams in 
Chicago markets declined from a monthly 
average of 35.06 cents per pound in July, 
1926, to 21.63 cents in November, 1927, a 
drop of 38 per cent, while lard prices de- 
clined 27 per cent, from 16.50 cents per 
pound to 11.96 cents. ° 


Outlook Is Favorable 


_ outlook for large production at low 
prices this year is favorable to the pack- 
ers. Lower provision prices as a rule mean 
better movement of tonnage and less danger 
of sudden price breaks resulting in specula- 
tive losses. Steady movement of tonnage is 
advantageous to packers because it enables 
them to adjust their overhead properly. If 
a company geared up to kill many thousand 
animals a day suddenly finds the available 
supply of animals cut in half owing to 
fluctuations in market prices, the overhead 
per animal is temporarily doubled and even 
a considerable advance in meat prices does 
not always make up the difference. 

During the last year and a half, however, 
cattle prices were rising, reflecting the de- 
creasing stocks of cattle on farms and the 
more satisfactory range conditions of 1927, 
when good hay crops made it advisable to 
retain breeding cattle and build up herds. 
Small stocks of hides and leather, with cor- 
responding higher prices, are also a factor 
in better prices for cattle. 

Prices for good native steers in the Chi- 
cago market which had averaged as low as 
$9.02 per cwt. in May, 1926, rose steadily 
to $15.91 in November, 1927, a gain of 76 
per cent. Beef prices gained from 16 cents 
per pound to 21.88 cents, an increase of 37 
per cent during the period, but this was not 
sufficient to offset the losses in pork prod- 
ucts. Fresh meat presents a somewhat dif- 
ferent problem than pork products in that 
it moves promptly into consuming channels 
and prices can be more quickly adjusted to 
changing trade conditions. 

Last year, however, the rise in cattle 
prices was so rapid that beef prices could 
not be marked up fast enough to correspond 

(Continued on page 633) 
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Portables 


already in the hands of satisfied users 


The Burroughs Port- 
able Adding Machine 
is made in six, eight 
and ten-column sizes— 
with wide or narrow 
carriage. Many styles 
equipped with direct 
subtraction. 


Priced as low as 


e Eight 
Column Portable 


$100 Bul ‘ Delivered in U. S. A. 


$95 Delivered in Canada 
Delivered in U.S. A. 


$115 Delivered in 
‘a 


Burroughs 


When writing to advertisers please mention the American Bankers Association Journal 
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The Farmer Can Use 
Constructive Advice 


THE NEW YEAR LIES AHEAD. Snow glistens on the fields, 
and underneath lie the secrets of next summer's harvests. In the 
spring, Nature will wake the life in the soil, but man must direct it. 


The forward-looking farmer is always improving the things he has 
done. He goes on compounding farm knowledge, motor power and me- 
chanical equipment, managing his farm-factory with greater ease and effi- 
ciency. The more he works with his brain, intelligently, the less he 
toils with his hands. His own muscle power is as limited as it was in 
Adam’s time and the hand work of his hired hands is very, very costly. 
He puts the burden onto machines—broad-capacity, fast-working, cost- 
reducing, profit-making equipment and power. He is abreast with the 
best of men and he competes with the world. He forces the issue in 
farming and profit comes his way. 


The Banker Can Help Him 


Changes in equipment and power have been coming fast of late years. Labor-saving 
methods and machines are giving great advantages into the hands of the modern 
farmer. The local banker can make many an opportunity for the ambitious farmer who 
needs help getting under way. He may demonstrate, through both his advice and his 
financial support, the advantages of capacity, leading to more profitable farm operation, 


INTERNATIONAL HARVESTER COMPANY 


606 So. Michigan Ave. Chicago, III. 


7 February, 1928 


The 


McCOR MICK. 


DEERING 
LINE 


Founded on the McCor- 
mick reaper invented in 
1831. Sold and serviced by 
the McCormick-Deering 
dealers in 15,000 com- 
munities: 


Grain Binders 

Rice Binders 

Push Binders & Headers 
Reapers 
Harvester-Threshers 
Threshers 

Rice Threshers 
Alfalfa Threshers 
Mowers 

Side Rakes & Tedders 
Dump Rakes 

Sweep Rakes 
Tedders 

Hay Loaders 

Stackers 

Baling Presses 

Corn Planters 
Cotton Planters 
Listers 

Drills 

Cultivators 

Huskers & Shredders 
Corn Binders 
Ensilage Cutters 
Ensilage Harvesters 
Ensilage Blowers 
Corn Pickers 

Corn Shellers 

Grain Drills 
Broadcast Seeders 
Alfalfa & Grass Drills 
Lime Sow:>rs 
Fertilizer Distributors 
Potato Planters 
Potato Diggers 

Disk Harrows 
Peg-tooth Harrows 
Spring-tooth Harrows 
One-horse Cultivators 
Orchard Cultivators 
Field Cultivators 
Rod Weeders 

Rotary Hoes 

10-20 Tractors 

15-30 Tractors 
Industrial Tractors 
Farmall Tractors 
Farmall Machines 
Tractor Plows 

Horse Plows 

Harrow Plows 

Ridge Busters 

Soil Pulverizers 

Beet Seeders 

Beet Cultivators 

Beet Pullers 

Motor Trucks 

Motor Coaches 
Engines 

Wagons & Trucks 
Cream Separators 
Manure Spreaders 
Stalk Cutters 

Stubble Pulverizers 
Feed Grinders 

Knife Grinders 

Cane Mills, etc. 
Repairs 

Twine 


McCORMICK-DEERING 
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The Condition of Business 


Little Evidence of Business Expansion Apparent so far Except in 
Steel and Motor Industries. The 1927 Profits of 200 Corporations 
Are 8.4 Per Cent. Ahead of 1926. Money Firms Up But Continues 
Comfortable. Liberty Loan Retirement. Public Debt Reduction. 


O far this year little tangible evidence 

has appeared of the improvement in 

business that has been so confidently 

predicted, with the exception of the 
steel and motor industries. 

In the case of the former, mill operations 
have been increasing steadily and at the be- 
ginning of February average around 90 per 
cent of practical capacity for the United 
States Steel Corporation, compared with a 
low of 60 per cent reached last autumn 
while the leading independent companies 
have gone up from 50 to 80 per cent during 
the period. New business is coming, as 
usual, from a great variety of demands, but 
especially from the railroads for freight 
cars, also for rails, and the motor industry 
for sheets, while structural shapes are still 
in good demand and indicate a continuance 
of large construction again this year. 

Perhaps even more noteworthy than the 
rapid stepping-up of steel mill operations 
is the recent increase in prices of steel prod- 
ucts, amounting on average to approximately 
$1.00 per ton or 2.5 per cent. The ability of 
producers to establish higher prices, and 
apparently to maintain them, at a time when 
the 1928 business picture is just beginning 
to unfold itself to somewhat anxious eyes, 
has been regarded as a reassuring develop- 
ment. Its importance is by no means limited 
to the steel industry. That line supplies so 
many other industries that conditions in the 
steel manufacturing centers constitute a ma- 
jor influence on general business, as well as 
a barometer whose value was recognized 
long ago. 


Motor Industry Speeding Up 


ONDITIONS in the motor industry 

appear similar to those of steel, with 
the entire industry as a single organization, 
rapidly increasing employment, speeding-up 
production, launching sales campaigns and 
looking forward to making this a new rec- 
ord year in history. Certainly the New York 
Automobile Show, under the auspices of the 
National Automobile Chamber of Com- 
merce, augurs well if huge attendance and 
interest displayed on the part of the public 
is any indication. The Ford Industrial Ex- 
hibit, held at the same time in New York, 
was visited by over one million persons in 
one week, while the local automobile shows 
being held in representative cities since then 
attest to the serious interest of the buying 
public in all the new cars. 

The similarity between conditions in the 
steel and motor industries, however, is not 
so complete as might appear on the surface, 
in that while prices are being increased in 
the former line, they are being reduced in 
the latter. With the substantial price cuts 
that have been announced by several leading 
manufacturers since Jan. 1, and the almost 


continuous revision of models, it would seem 
that a stiff competitive year is in prospect 
and that perhaps profits will not be as sat- 
isfactory as volume. 

The line-up in the motor industry today is 
a most impressive one, with two industrial 
giants at the head, followed by a group of 
perhaps a half-dozen powerful companies 
whose strength no one could deny, then 
another six concerns which make up what 
might be spoken of as the third class, but 
strong, aggressive companies nevertheless, 
and an equal number making up a fourth 
class—smaller companies, which have had a 
more uncertain time but which notwithstand- 
ing are in a liquid condition. Of course, 
outside of this score of leaders in the pas- 
senger car field are many other companies, 
of smaller size, closely held corporations, 
,etc., which are a minor factor; also there is 
the truck and motorbus field which like- 
wise is becoming highly competitive. 

Because of the predominating influence of 
automobile manufacturing in general busi- 
ness today, conditions in that line will be 
followed with close interest on the part of 
the public. Whether there is room for all 
is a question for the industry itself to de- 
cide. Time alone can tell, and doubtless 
will. Total capacity is difficult to ascertain 
but a guess has been hazarded that 8,000,000 
cars could be turned out in a year with 
present factories operating at a maximum. 
That is more than double the production 
last year. Unless the companies in Groups 
I and II decide to give quarter to the less 
strongly entrenched companies, the earnings 
of the latter groups may be adversely af- 
fected, and further mergers this year would 
not be surprising. 


Another Prosperous Year 


HE general business outlook for 1928 

appears to be shaping up to indicate a 
year not unlike 1927. That is to say, a 
prosperous year, with active business, heavy 
movement of goods and satisfactory earn- 
ings for the strong, aggressive concerns. 
Underlying conditions are undeniably sound, 
and agriculture, which represents such an 
essential part of the foundation for pros- 
verity, had last year one of the most profita- 
ble harvests in a decade. The money situ- 
ation is satisfactory and whether rates are 
somewhat firmer than last year need make 
little difference to industry and commerce 
at large. Likewise the movement of the se- 
curities markets or the controversy as to 
whether or not brokers’ loans are too high. 
The Federal Reserve Banks are closely 
watching these and the many other problems 
and in the exercise of their difficult task can 
be depended upon to pursue policies that 
will keep the constant fluctuations of busi- 
ness and finance within ‘reasonable limits. 
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Therefore, although no material improve- 
ment in industry has become apparerit to 
date, with the two exceptions noted, it is 
hardly expected as early as January and 
February, so the present quietness gives no 
grounds for pessimism. Nor has the “elec- 
tion year bogie” caused anything to be 
thrown out of gear, so far. 

Publication of the annual stockholders 
reports of leading corporations is always 
attended with interest and this year perhaps 
even more than usual, due ‘to the slowing 
down which occurred the latter half of. the 
year. When the upward course of pros- 
perity lasting for several years is arrested, 
two vital questions are the amount of reces- 
sion, and prospects for a resumption of the 
forward movement. 


Two Hundred Reports 


WE are presenting a compilation of the 
first 200 reports that have been pub- 
lished up to the first of February, covering 
the year 1927, for which comparative figures 
are available for 1926 and 1925. In connec- 
tion with the tables of interim earnings re- 
ports presented last year, showing in so 
many cases a decline from 1926, the com- 
ment was made that 1926 was an unusually 
good year for comparison. In fact, a defi- 
nite theory has been formulated by some 
that for the full year 1927, while earnings 
might fall below the record year 1926, they 
would still be much better than any prior 
year, as 1925 for example. 

The accompanying tabulation shows by 26 
major groups, the aggregate net profits of 
the companies having so far reported. Most 
industrial companies have their fiscal year 
correspond with the calendar year, which 
tendency is spreading, despite certain ad- 
vantages in having the accounting year con- 
form with the end of the business season, 
when inventory to be taken is at a minimum, 
liabilities are liquidated, etc. However a 
number of concerns included in the table 
ended their 1927 fiscal year before Dec. 31, 
and in the sugar industry, for example, 
practically all the cane producers close their 
books sometime in the fall. Percentage of 
change compared with 1926 is shown, also 
1927 compared with 1925. 

It is believed that the figures speak for 
themselves and that an analysis of this com- 
posite picture of 200 representative compa- 
nies will provide a rather valuable index to 
conditions in different lines. 

Special attention might be directed to cot- 
ton and sugar, both of which turned a net 
deficit into a substantial net profit. 

The rise in merchandising earnings of 31 


companies from $128,784,000 in 1926 to 
$146,376,000 in 1927 is most impressive. 
These include chain stores, department 


stores, mail order houses and a few whole- 
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Industrial Corporation Profits 


Number Industry 


Agricultural Implements 
Amusements 
Automobiles 

Auto Accessories 
Building Materials 
Chemicals and Drugs 
Cotton 

Electrical Equipment 
Flour and Bakery 
Food Products 

Iron and Steel 
Leather and Shoes... 
Machinery 

Meat Packing 
Merchandisin, 


OM 


Sugar 
Textile Product 
Tobacco 


sale distributors. Important changes are 
taking place in the merchamrtlising field, with 
the continued expansion of the chain sys- 
tems, the large mail order houses establish- 
ing retail branches and the middleman’s 
radius of operation being further curtailed. 

Steady growth is shown in such lines as 
amusements, baking and tobacco. 

Iron and steel did not have such a profit- 
able year, but 1928 outlook is much im- 
proved. Meat packers’ profits declined 
heavily due to inventory losses on pork 
products, as well as competition in South 
American markets, but price outlook this 
year is favorable and the foreign trade war 
is reported as settled. The year 1927 was 
very quiet for the railway equipment indus- 
try but it has recently been receiving heavy 
orders that practically assure a successful 
year. The oil industry will show a heavy 
decline when complete figures are issued. 
Silk manufacturers’ profits were also re- 
duced owing to the falling market. 

The rubber industry made a sensational 
recovery in 1927 from the earnings of 1926 
which had suffered because of the precipitate 
fall in prices of crude, and earnings of six 
companies increased from $10,383,000 to 
$29,758,000 with outlook for 1928 very sat- 
isfactory. 

Contrary to popular expectation, the 
grand total for all groups in 1927 does not 
fall below 1926 but is actually 8.4 per cent 
higher. Nor is 1926 the record year up to 
that time—1927 was slightly better. It is 
likely, however, that as more reports are 
available the totals for 1925 and 1927 will 
both decline relative to 1926. Prompt pub- 
lication is usually made of favorable state- 
ments while the unfavorable are delayed as 
long as possible. Also, when later lists are 
prepared they will be broadened by includ- 
ing more fiscal years ended Dec. 31 (and 
thus taking in the period of recession) and 
the influence of the fiscal years ended with 
earlier months will be decreased. 


Money Outlook Satisfactory 
Despite Firmer Rates 


markets during the past month 
featured by the raising of the redis- 
count rate by the Federal Reserve Bank of 
Chicago from 3% to 4 per cent, effective 
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Jan. 25, followed by similar action on the 
part of the Richmond Bank effective Jan. 27 
and the New York Bank effective Feb. 3. 

Coming not altogether as a surprise, these 
changes and their possible consequences 
have stirred up much discussion in the fi- 
nancial world, to which we can refer only 
briefly, and provoked a division of opinion 
as to Federal Reserve policy, into which 
controversy we cannot enter. 

Chicago Bank’s action marked the first 
change in rediscount rates since last August 
and September, when the official rates 
among all banks were uniformly changed 
from 4 to 3% per cent. 

It will be recalled that at that time the 
reduction at Chicago was ordered by the 
Federal Reserve Board at Washington, and 
was opposed by local bankers who felt that 
the former rate was preferable in their ter- 
ritory, and who have been among the most 
outspoken of the group that believed se- 
curity speculation to be excessive. 

Since then a new Governor of the Re- 
serve Board has taken office, and it is said 
that the Board now favors granting the 
local banks autonomy of rate-control. Re- 
cent change may represent Chicago Bank’s 
taking action under this new authority. 

Or it may reflect increasing credit de- 
mands in the Middle-West. 

Or may possibly be the beginning of a 
movement to raise rates throughout the 
System, purposely inaugurated outside of 
New York so as to lessen the effect on se- 
curity markets. 

The Treasury Department has expressed 
the opinion that these increases might be 
followed by others. 

Apparently there the matter stands at this 
writing (Feb. 3) and predictions as, to the 
future are largely guesses, since not even the 
individual directors of the various Reserve 
Banks can know exactly what action may 
be determined upon at later meetings. A 
rise to 4 per cent throughout the System 
would by no means cause a real tightening 
of money, but rather curb any speculative 
excesses and insure an ample supply of 
funds for commerce and industry. 

Call loans in New York at the beginning 
of February are still 4 per cent and time 
loans 43%-%4, unchanged from one year ago. 


February, 1928 


Commercial paper at 4 per cent for best 
names is selling 44 lower than last lebruary, 
Bankers acceptances are higher at 35-34% 
for 90 day bills, there having been two in- 
creases of % each during the pas: month, 


Banking Situation Strong 


the recent firmer tendency 
in money rates does not indicate any 
impairment of the strong condition of the 
Reserve Banks or member banks, although 
certain changes have been taking place that 
should not be allowed to progress too far, 

For the Federal Reserve System as a 
whole the ratio of total reserves to deposit 
and note liabilities combined still stands 
around 75 per cent, down only 3 per cent 
from the first of August when the former 
reductions started, and compared with the 
minimum requirement of 40 per cent. 

Among some of the individual Reserve 
Banks, however, the decline has been 
greater. The Boston ratio changed from 
85 to 73 per cent, New York from 83 to 81, 
Philadelphia from 77 to 73, Cleveland from 
79 to 77, Richmond from 69 to 58, Chicago 
from 78 to 75, Minneapolis from 77 to 70 
and Kansas City from 69 to 65. Gold hold- 
ings of the System are about $150,000,000 
lower than a year ago and bills discounted 
practically unchanged. 

Reporting member banks show a credit 
expansion of roundly $2,000,000,000 in the 
year, divided about equally as between se- 
cured loans and investments, the commer- 
cial loans standing only slightly higher. 

Strictly brokerage loans made by and 
through New York banks continue at nearly 
$4,000,000,000 and show little tendency to 
liquidate. 


Retirement Program for 
Third Liberty Loan 


HE Treasury began the refunding of 

$2,147,000,000 of outstanding 4% per 
cent Third Liberty Loan bonds on Jan. 16 
by offering in exchange an issue of 3% per 
cent Treasury Notes, maturing on Dec. 15, 
1932, or four years and eleven months from 
the date of issue, and callable on Dec. 15, 
1930. 

No cash offering of these notes was made. 
A similar security was issued last year in 
connection with the refunding of the Second 
Liberty Loan. 

The Third Liberty Loan matures on Sept. 
15, 1928, and after that date interest will 
cease on all of the bonds still outstanding. 
It is understood that the Treasury, before 
that time, will offer to exchange short term 
low-interest rate certificates, issued on reg- 
ular quarterly financing periods, for the 
bonds, and also may make a long-term bond 
exchange offer, if the market conditions ap- 
pear favorable. 

The Treasury announced that $603,626,650 
of Third Liberty Bonds had been offered by 
holders in exchange for the new 3% pet 
cent Treasury notes up to Jan. 23, the final 
day permitted. Of the total, $411,261,550 
of the subscriptions came from the New 
York Federal Reserve District. It is prob- 
able that all offerings will be accepted. 

The total outstanding will thus be reduced 


(Continued on page 648) 
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$7,644 —5.7 + 
16,674 18,217 21,939 2 + 
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29,495 31,214 32,546 + 
Chews 6.6% 696 D 3,296 5,438 +6 
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A section of the installation of 38 “Y and E” 
Commercial Bookkeeper's Desks in the Wayne 
County and Home Savings Bank in Detroit. 


Vote the double third drawer for upright filing 
of inactive accounts. Four drawer model also 
available. 


« 


Saving Time in Detroit 


OTWITHSTANDING the success of the 

“Y and E” Commercial Bookkeeper’s 

Desk, it took courage to offer time-saving in 

Detroit— Detroit where they place a few nuts 

and bolts on one end of a magic carpet and roll 
a complete automobile off the other. 

But even the Detroit bankers were impressed 
by the way the desk speeds the work ina bank 
bookkeeping department. 

They liked the patent check sorter into which 
checks are dealt like a pack of cards. They 
liked the way operators could work with 
the keyboard and the checks right in front 


YAWMAN FRBE Mrc.(0. 


ROCHESTER, N. Y. 


Steel and Wood Filing Cabinets— Steel 
Shelving — Desks —Safes— Office Systems 
and Supplies— Bank and Library Equipment 


of them. They liked the way operators kept 
the signature file in an open drawer —lost no 
time confirming signatures—and never took a 
chance on passing doubtful ones. And they 
were most impressed because this desk occupied 
only the space formerly taken by the shelf of 
the bookkeeping machine. 

They found that a battery of these desks 
saves time in the best Detroit manner, and one 
bank (the Wayne County and Home Savings 

Bank) ordered 38 of these desks for its 
main office and its branches. 
Mail the coupon below for information. 


MAIL THIS COUPON 


YAWMAN AND ERBE MBG. CO. 
285 Jay Street, Rochester, N.Y. 


Please send me a folder Cl Enclosed find samples of 
on your new Commercial t our ledger cards and state- 
Bookkeeper’s Desk. ment sheets. Kindly quote us 


ADDRESS 


When writing to advertisers please mention the American Bankers Association Journal 
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Clearinghouses Save for Banks 


By FRANK W. SIMMONDS 


Deputy Manager, American Bankers Association 


Fourteen Points of Profit Realizable Through These Associations. 
Chief Line of Defense Against the Duplicate Borrower. 


The 


Clearing House Eases Away Wasteful Competition and Ends 


LEARINGHOUS E associations con- 

stitute the chief line of defense 

against bad banking practices. 

Moreover, they are the principal 
factor in bringing about reforms in banking 
regulations, improvement on banking meth- 
ods and promotion of sound banking prac- 
tices. The clearinghouse association is to- 
day a great constructive force in American 
banking—its value is no longer a matter 
for debate, for the results speak eloquently 
for themselves. Active membership in a 
clearinghouse association is a matter of en- 
lightened self-interest. 

A clearinghouse association may be de- 
fined as a voluntary organization of bankers, 
designed to promote the mutual interest of 
its members—it is the essence of banking 
team work and may properly be termed or- 
ganized bank cooperation. It serves to build 
up a new spirit of confidence and coopera- 
tion among bankers, thus eliminating much 
of the petty rivalry that is responsible for 
many of our banking ills, such as the surfeit 
of free bank service, the orgy of worthless 
complimentary advertising, and the mad 
scramble for new business which menaces 
the soundness if not the very existence of 
our independent system of banking. Hence, 
with 28,000 independent banking institutions 
operating in this period of keen competition, 
the clearinghouse is an absolute necessity 
as a regulatory ‘instrument by which bad or 
unprofitable practices may be discounte- 
nanced and sound profitable practices en- 
couraged. 

The banker today who insists on “going it 
alone” and in setting up his own standards 
regardless of the developing code of banking 
ethics is certainly standing in his own light. 
It is difficult to see where he has anything to 
gain in failing to join with his fellow bank- 
ers in adopting a community code of sound, 
safe and profitable banking practices, for 
there are banking problems and banking foes 
which clearinghouses are peculiarly well 
equipped to deal with effectively and suc- 
cessfully. The bank that refuses to take 
this concerted action will in the long run, 
by the law of averages, pay a penalty in 
losses that will work a hardship not only on 
the bank itself but the community it serves. 

There is no magic in banking, for bank- 
ing, like other business, can be sound only 
when profitable. Bank credit and bank ser- 
vice are the only commodities a bank has 
for sale, and banks, like other businesses, 
either succeed or fail as purchases and sales 
are wisely handled. Obviously, there is a 
margin of profit below which a bank cannot 
safely operate without jeopardizing the 
safety of its depositors and the rights of its 


the Annoyance Arising from the Unprofessional Use of Gifts. 


stockholders, and this precious margin of 
safety can easily vanish in a scramble for 
business obtained by giving away valuable 
services and through other unethical and 
unsafe practices, as is attested by the ap- 
palling spectacle of 3124 headstones marking 
the graves of demised banks during the 
past seven years. 


Cooperation a Necessity 


a” are awake to the necessity of 
dealing cooperatively with many prob- 
lems of bank management and operation— 
problems which have an important relation- 
ship to the welfare of the community they 
serve and the country in general. Success- 
ful bankers recognize the fact that weak- 
ness in any neighbor bank weakens the 
entire banking structure—hence the prime 
importance of making the structure as 2 
whole safe and sound. Cooperation in the 
banking field is more than a mere sentiment 
—it is an economic necessity. 

For many years the primary purpose of 
a clearinghouse association was the clear- 
ance of checks, but today it is the clearance 
of banking ideas and the solution of banking 
problems. 

In its rdle as a solvent of banking prob- 
lems, I enumerate just a few of the activi- 
ties that have challenged the attention of 
clearinghouses, for it is as a constructive 
agency that the clearing house shows itself 
in the best light: 


Construction Work 


ISCOUNTENANCING _ele- 
ments of competition known 


for making up payrolls, paying cus- 
tomers’ bills, purchase and sale of 
securities held for customers, etc. 

Determination of foreign and do- 
mestic exchange charges. 

Provide for the discontinuance of 
the expensive custom of providing 
free imprinted checkbooks, fre- 
quently of an elaborate and expen- 
sive design and quality. 

Handling questions of local bank 
taxation when unfair. 

Heading off the pestiferous dup- 
licate borrower through the installa- 
tion of a credit bureau. 

Consider the advisability of em- 
ploying a clearinghouse examiner 
—a plan that has proved wonder- 
fully successful. 

Work out a plan of cooperative 
bank advertising to supplement in- 
dividual advertising—a plan that 
has proved to be both economical 
and effective. 

Discouraging the unprofessional 
use of gifts, prizes, donations to 
gain preference, and securing agree- 
ment on a program regarding abso- 
lute donations, and donations under 
the guise of advertising, etc., that 
will relieve individual banks from 
the pressure frequently brought by 
salesmen and committees. 

Studying questions of public re- 
lations on banking problems with 
a view of developing a better under- 
standing of banking on the part of 
the public. 


to be hazardous. Determining ques- 
tions of banking hours and closing 
on special occasions. 

Avoiding losses incurred by over- 
bidding for public funds and other 
interest-bearing deposits. 

Securing the installation and 
maintenance of credit files on all 
unsecured loans of $500 or more. 

Encouraging member banks to 
make an analysis of checking ac- 
counts so they may know the 
amount of a net deposit and the 
profit or loss thereon. 

Determine the question of mak- 
ing equitable services charges on 
unprofitable checking accounts and 
reasonable charges for many bank- 
ing services heretofore given gratis 
at a loss. 

Adoption of profitable safe de- 
posit rentals, escrow and custody 
charges, and charges to be made 
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These are only a few of the many sub- 
jects which have been satisfactorily han- 
dled by various clearinghouse associations. 
Of course, no clearing house should attempt 
at one time so comprehensive a program, but 
should concentrate its efforts on one or 
two problems at a time—correcting obvious 
abuses first and then meeting new _ issues 
as they arise. Many clearinghouses make 
the mistake of attempting to cover too much 
ground at the start—it is the part of wis- 
dom to make progress slowly. 

It may be worth while to comment on 
two or three of these clearinghouse activi- 
ties. 

It has not been many years since practi- 
cally everything in banking was largely sub- 
ordinated to the idea of getting new busi- 
ness at any cost. Quite naturally this led 
to a profusion of generosity on the part of 
banks and resulted in the public becoming 
imbued with the notion of expecting prac- 


(Continued on page 650) 
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segs: 


When night comes down over the city 


Lengthening shadows + darkening sky 
a light gleaming through the window of a tall 
office building «+ -+ + then row upon row of lights 
as the dynamos in some distant power plant hum 
to the evening load. The work of men goes on 


by night, as by day, because of electricity. 


& 


To the investor in the bonds of Electric 
Power and Light Companies the lights 
of the city represent income—as steady “The Ideal Investment,” 


our new booklet, con- 


and sure as the demand for the electric- tains 10 reasons why 
you should buy Elec- 


ity which makes it. In these safe bonds tric Power and Light 


on 


investors find the ideal investment. quest for Bookiet T-1 


THOMPSON ROSS & CO. 


ESTABLISHED 1912 
INVESTMENT SECURITIES 
29 S. La Salle St. - Bank Floor 
CHICAGO 
NEW YORK Telephone Randolph 6380 
Copyright, 1925 T. R. & Co., Inc. SAN FRANCISCO 
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Irresponsible Director 
(Continued from page 600) 


except that we keep hammering at them.” 

H. H. Hansen, Deputy Supervisor of 
Banking in the State of Washington, said 
that in concentrating upon directors’ con- 
tact with their banks, the American Bank- 
ers Association had struck a very vital point, 
and that where directors had established 
this contact he had found, almost without 
exception, that the bank was operating in a 
safe manner. 

“In practically all cases a regular direc- 
tors’ meeting is called for after our bank 
examinations,” declared Mr. Hansen, “and 
at that time matters that should receive the 
board’s special attention are gone into in 
detail and constructive criticism offered. In 
order that a permanent record may be had 
of the particular items that should receive 
special attention of the board, two sheets of 
our examination are set aside for that pur- 
pose. The directors are requested to sign 
these sheets, showing that they have seen 
them and that they agree to comply with 
the requirements. These sheets are made in 
duplicate, the original coming to this office 
with the report of examination and the du- 
plicate remaining in the bank in order that 
the officers and directors may have them as 
a guide in making corrections and adjust- 
ments. A report is asked to be made to this 
office usually within thirty days and the di- 
rectors are requested to make a full acount- 
ing of their action and accomplishments on 
all items listed on these sheets. 


Dealing with Directors— 
Not with Officers 


66JN addition, the examination report is 

analyzed in our office and a letter of 
criticism directed to the board of directors 
substantiating the examiner’s findings and 
elaborating special points. With that letter 
we inclose a printed acknowledgment for 
the directors to sign, so that we may be 
certain that the managing officers present it 
to them in a meeting. The bank is made to 
understand that we are dealing with the 
board of directors and not with any officers 
or group of officers. 

“Our law requires that the board of di- 
rectors meet at least once every month and 
whenever required by the Supervisor of 
Banking. We check the minute book care- 
fully at the time of examination to see if 
these monthly meetings are being held and 
minutes kept of the business transacted. 
Some of our larger banks have weekly di- 
rectors meetings and the larger loans are 
discussed before being made. No limit has 
been placed on the loaning power of the 
officers, but they voluntarily hold such loans 
over until the board meets. If some 
emergency arises where a loan is required 
immediately, a majority of the board at the 
weekly meeting could go over the loan be- 
fore it is made. 

“It seems to us that there is considerable 
groundwork to be done in connection with 
convincing the director of his need for that 
contact with his bank. When he becomes 
desirous of knowing his bank, the primary 
factor has been established. A plan for 
getting this contact is the next move. Due 
to the variety of conditions surrounding the 
banks and their many communities, this 


would have to be somewhat flexible. Semi- 
annual or quarterly audits and regular di- 
rectors’ meetings could be universally ap- 
plied, in our opinion.” 

Under the California Bank Act, directors 
are required to meet at least once a month. 
At such meetings the directors are required 
to review all loans made since the last previ- 
ous meeting and either to approve or disap- 
prove them. A record of such approval or 
disapproval is kept in the minutes. At these 
monthly meetings all matters of importance 
concerning the administration of the bank 
are supposed to be brought to the attention 
of directors by the officers, and the discus- 
sion and action taken is likewise a matter of 
record in the minutes. 


An Examination Once a Year 


sas) Gon California Bank Act requires 
boards of directors to make an exam- 
ination of the affairs of their bank at least 
once each year and to file an attested report 
of such examination, subject to the inspec- 
tion of the State Bank Examiners,” said 
Will C. Wood, Superintendent of Banks. 
“We have provided a form for such reports. 
We try to impress upon boards of directors 
the responsibility which rests upon them for 
the safe and satisfactory conduct of the af- 
fairs of the bank. Under the law, directors 
are liable for any losses which may result 
from the making of illegal loans or for 
losses which result from theft or embezzle- 
ment on the part of officers appointed by 
them. Their general responsibility to the 
community and the stockholders whom they 
represent is not so easy to impress upon 
them. 

“Many methods are used by boards of 
directors in the attempt to keep in close 
touch with the affairs of their banks. In 
larger banks executive committees repre- 
senting the directors meet frequently and 
handle most of the actual executive affairs 
of the bank. Finance committees represent- 
ing the board of directors do the actual 
work of approving or disapproving loans 
and passing upon lines of credit. The di- 
rectors at their monthly meeting then ratify 
the acts of their executive and finance com- 
mittees, which committees report to them 
on all matters of importance transacted 
since the last previous meeting. Such large 
banks usually have well-equipped auditing 
departments which assist the directors in 
their annual or semi-annual directors’ ex- 
aminations. Under such conditions the di- 
rectors’ examining committee does not con- 
cern itself with any matters of auditing the 
bank’s affairs or verifying its assets. The 
committee examines the loans and makes 
such recommendations as appear necessary, 
both as to particular items and also as to 
loaning policy. They also review the audi- 
tor’s report and adopt it as a part of their 
report of examination, with such comments 
and recommendations as appear necessary. 
This type of directors’ examination appears 
to us to be the most effective type yet de- 
vised for large banks. We are encouraging 
smaller banks to adopt a similar type of 
annual directors’ examination. We _ en- 
courage them to employ a firm of certified 
public accountants or an approved firm of 
bank examiners to make an annual audit of 
the affairs of the bank, not including, how- 
ever, a credit examination of the bank’s 
loans. 
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“Such an audit should point out to the 
directors any weaknesses in the policies or 
procedure of the bank, and any dangerous 
possibilities evidenced by the accounts and 
records, or banking methods employed. Such 
examinations are usually made in the inter- 
vals between the examinations by the State 
Banking Department and enable the directors 
to get at least two annual reviews of the 
condition of their bank. 

“Subsequent to each examination, it is our 
custom to direct to the bank a letter setting 
forth in detail conditions disclosed by the 
examination. Whenever such a letter con- 
tains anything of importance, it is directed 
to the attention of the directors and a form 
of acknowledgment is enclosed, to be signed 
by each director and returned for our files,” 

As a further step toward increasing the 
efficiency of directors’ examinations, the 
California Banking Department has pre- 
pared the following Invitation to Directors: 


Invited to the Examinations 


66 UR examiners have noticed that di- 

rectors of banks under examination 
do not take an active interest in the examina- 
tion going on unless they are specifically in- 
vited to do so by the examiner. This is 
perhaps due to the fact that the directors 
feel that they might be in the way or would 
not be welcomed by the examiner. We wish 
to assure the officers and directors of banks 
under state supervision that our examiners 
will welcome any evidence of interest on the 
part of the directors and will be glad for 
them to participate, so far as may be pos- 
sible, in any examination of the affairs of 
their bank. 

“We suggest. that the information and ex- 
perience gained might be of particular value 
to such directors as constitute the board’s 
examining committee. However, partici- 
pating in an examination of a bank and in 
the discussion of its affairs following such 
an examination offers an excellent oppor- 
tunity for any director to become more fa- 
miliar with the affairs of the bank, particu- 
larly such as are subject to criticism. Ex- 
aminers will be glad to discuss with the di- 
rectors any condition disclosed and to offer 
suggestions for the improvement of the 
bank’s condition.” 

Mr. Wood said he had come to the con- 
clusion that the essential thing is to educate 
boards of directors as to the nature and 
extent of their responsibility, and that un- 
less directors do realize and assume the 
proper responsibility for the conduct of their 
bank, no machinery for bringing matters 
to their attention will be effective. 

In New York State it is the duty of di- 
rectors of state banks to designate an officer 
to present to the board or an executive com- 
mittee a statement of all transactions of 
more than $1,000. A similar provision ap- 
plies to the other corporations organized 
under the Banking Law, such as trust com- 
panies and savings banks. At the regular 
examinations of these institutions the exam- 
iner ascertains that this provision of the 
law is being properly complied with. The 
New York law also provides that the di- 
rectors twice a year make an examination 
or cause a committee of at least three of its 
members fully to examine the bank. 

In Illinois a system exists under which 
duplicate reports are returned to the bank 

(Continued on page 630) 
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For Swift, Accurate 


Certification 


Send the check itself— 

Teller to bookkeeper and back— 

With the speed of thought— 

Through Lamson Pneumatic “Baby” Tubes. 


Invisible, automatic — carrying papers with mechanical 
safety—shooting silently along unseen highways—these 
Tubes render a service that nothing else can. 

To certify checks —to verify signatures —to ascertain 
balances—to check names, addresses, amounts—to supply 
tellers with any information held by distant bookkeepers 
—these modern mechanical messengers have no equal. 
For they carry written records—effect accuracy—fix 
responsibility—and work in privacy. 

They improve your service and guard your interests. They are 
easily installed—sold outright—and cost far less than they earn 
for you. 


Call for a Lamson Representative to give you an estimate. 


THE LAMSON COMPANY Syracuse, N. Y. 
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Individual Attention 
At Chicago’s Largest Bank 


In your business here, you 
ordinarily deal with an officer 
or a few employes whom you 
know and who know you. 
But when you have anything 
out of the ordinary, the size 
of this organization assures 
you the services of a man 
whose specialty is your par- 
ticular kind of problem 


CONTINENTAL 
NATIONAL BANK 


& TRUST COMPANY 
OF CHICAGO 


Irresponsible Director 
(Continued on page 628) 


after the examiner has submitted his re- 
port. This report must be read before the 
board of directors and in most instances a 
reply returned over their signatures. In 
Mississippi, following each examination, the 
Banking Department’s letter of criticism is 
addressed to the directors, who are required 
to answer over their own signatures. 


To Correct Unwise Loaning 
Policies 


NDER the system in force in Michigan, 

the examiners are instructed to call a 
meeting of the board of directors at the 
conclusion of bank examinations, for the 
purpose of apprising them of all lines of 
credit and a general discussion thereof. In 
the opinion of the Michigan department, this 
is the most effective way to correct unwise 
loaning policies. 

In New Jersey, the examiners, in making 
their reports, must state how often directors 
meet, whether they authorize loans and dis- 
counts, whether over-drafts are read to the 
directors, whether the directors approve the 
purchase of investments, and other informa- 
tion which requires thorough digging into 
the activities of the directors. If it is felt 
by the Banking Department that the direc- 
tors are not giving sufficient time or thought 
to the management of the bank, the depart- 
ment admonishes them. 

S. L. Cantley, Commissioner of Finance 
of Missouri, pointed to the section of the 
law which, speaking of banks, says the 
“Business shall be managed by the board of 
directors,” and he urged the closest contact 
between the directors and the administration 
of the bank’s affairs. 

James Shaw, Commissioner of Banking 
of Texas, has urged bank directors to be 
especially diligent in passing on large lines 
of credit; and to require the officers of the 
banks to include in the minutes a statement 
of the condition of the bank as of the previ- 
ous date and compare that statement, item 
by item, with the previous month’s §state- 
ment. 

The large banks of New York City rep- 
resent a situation somewhat in a class by 
itself. In many of these banks the directors 
are paid salaries—frequently large ones— 
instead of the usual gold pieces distributed 
at meetings. The work of these special di- 
rectors is highly specialized and they con- 
tribute expert services, particularly in the 
administration of trusts and in the selection 
of securities. For the most part, among 
such boards, each director concentrates on 
his own line and decisions on policy are left 
largely to the executive or finance commit- 
tee, acting in cooperation with the officers 
of the bank. 


A. I. B. Mid-Winter Meeting 


The mid-winter meeting of the Executive 
Council, American Institute of Banking, 
which was to have been held Jan. 10-11, 
was postponed to Feb. 9-10 due to the seri- 
ous illness of Mrs. P. R. Williams, wife 
of the President of the Institute. The meet- 
ing was held in Chattanooga, Tenn., the 
home of Thomas R. Preston, President ot 
the American Bankers Association. 
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Convention Calendar 


STATE 
ASSOCIATIONS PLACE 
Florida Tampa, Florida 
and Havana, Cuba 
Memphis 
Little Rock 
Pinehurst 
San Antonio 


DATE 
April 14-16 


Tennessee 
Arkansas 
North Carolina 
Texas 
Mississippi 
Oklahoma 
Maryland 

Old Point Comfort, Va. 
Pennsylvania 
Atlantic City, N. J. 

Mobile 


May 
May 3-4 
May 3-5 
May 8-10 
May 15-16 
May 15-16 
May 16-17 


Tulsa 


May 16-18 
May 17-19 Alabama 
May 22-23 Missouri 
May 23-25 Ohio 
May Kansas 
May 2 Georgia 
May 25 New Mexico 
June Idaho 
June California Pasadena 
June South Dakota Sioux Falls 
June Virginia Old Point Comfort 
June West Virginia 
White Sulphur Springs 
June Washington 
June Connecticut 
June 20 Iowa 
June North Dakota 
June South Carolina Myrtle Beach 
June Illinois Rock Island 
June Minnesota Minneapolis 
June Colorado 
Troutdale in the Pines 
Belgrade Lake 
Milwaukee 
Yellowstone Park 


Cincinnati 
Lawrence 
Savannah 

Tucumcari 
Boise 


Manchester, Vt. 
Cedar Rapids 


June Maine 
June Wisconsin 
Sept. Montana 
Sept. Kentucky 


Sept. Indiana Gary 


OTHER 
ASSOCIATIONS PLACE 
Trust Co. Midwinter Confer- 
ence 
Secretaries Central States 
Conference, Columbus, Ohio 
A. B. A. Executive Council 
Augusta, Ga. 
U. S. A. Chamber of Com- 
merce, Washington, D. C. 
American Institute of Bank- 
ing, Philadelphia, Pa. 
Assn. Nat. Credit Men 
Seattle, Wash. 
New England Bankers 
Manchester, Vt. 
American Bankers Assn. 
Philadelphia, Pa. 


DATE 
14-16 


26-27 
16-19 


Savincs BANK Division REGIONAL 
CONFERENCES 
Seattle, Wash. 
Chicago, 
New York, N. Y. 
Richmond, Va. 


March 8-9 
March 15-16 
March 22-23 
April 5-6 


HE United States Mint in the month of 

January coined 1,395,000 double eagles, 
the Treasury Department reports. Silver 
comed in the same period amounted to 
1,363,000 pieces, of which 650,000 were dol- 
lars and 713,000 were dimes. There were 
2,996,000 five-cent pieces coined, and 4,420,- 

one-cent pieces. The total value of the 
month’s new coinage was $28,815,000. 


dramatized in 


ww unusual simplicity and con- 


vincing appeal, the many benefits 
of the Life Insurance Trust have been 
dramatized in a gripping, two-reel mo- 
tion picture, called 


“VANISHING FORTUNES” 


the most recent contribution of the 
Phoenix Mutual Life Insurance 
Company toward the conservation of 
insurance estates through trust service. 


Those who have seen the film declare it 
is startlingly true to life—that it shows 
faithfully the tragic results of failure to 
safeguard insurance money. 

And yet the story itself is not tragic. 
It simply compels attention for twenty- 
two minutes by using a delicate touch of 
pathos to stir the emotions and then 
smiles and happiness to register its mes- 
sage in a way that cannot be forgotten. 


What Trust Officers Are Saying 


One writes to us: “It gives me pleasure 
to report that a number of men have 
been in to have insurance trusts created 
following immediately the telling of this 
story.” 

Another says: “Practically everyone 
present has communicated with us. We 
have already written many insurance 
trusts and a few wills.” 


Home Office: Hartford, Conn. 


THE LIFE INSURANCE TRUST 
this new film 


Welcomed by Local Underwriters 


An agent of a large New York Insurance 
Company writes: “I have just delivered 
$25,000 of life insurance directly due to 
your wonderful film. Thisis the third case.” 

And this from a unanimous resolution 
adopted by a Life Underwriters’ Associa- 
tion: “The moving picture, ‘Vanishing 
Fortunes,’ is a picture of exceptional 
merit and signal value to the cause.” 

Although but recently released, copies 
of the film have already been purchased 
by the Corporate Fiduciaries’ Associa- 
tions of Chattanooga, Tennessee, and of 
Hartford and New Haven, Connecticut 
—as well as by many individual Banks 
and Trust Companies whose officers de- 
sire more actively to solicit insurance 
trust business. 

All are using their prints constantly. 
In one city, four prominent members of 
a local luncheon club went directly to 
their trust companies after seeing the 
picture. 

Your film would carry the name of 
your own trust company or bank at the 
beginning and the end. We will gladly 
give you particulars—tell you how you 
can obtain a copy and how you can'best 
use the film in your own advertising 
campaign. Write at once for further in- 
formation. 


PHOENIX MUTUAL 


LIFE INSURANCE COMPANY 


First Policy Issued 1851 
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ThenewSafeguard Speed Model 
is the fastest check writing ma- 
chine.ever devised to give com- 
plete protection. 

Checks written with the Safe- 
guard are automatically triple- 
protected. 


1. WritesEXACT amount inWORDS. 


2. AUTOMATICALLY Protects 
Payee’s Name. 


Thesame operation that writes out theamount 
in acid proof red ink, shreds the Payee’s Name 
and the amount as written in figures. It’s 
automatic You can’t be Careless with a 
Safeguard,” 


3- Amount is ALWAYS written in 
ONE line, full width of check; elimi- 
nates danger of raising by additions. 


THREEFOLD 
PROTECTION 


care’ 


WRITER 


SEE IT DEMONSTRATED 
at leading Stationers and 
Office Equipment Dealers 

Manufactured by 


SAFEGUARD CHECK WRITER CORP. 


LANSDALE 28 PENNSYLVANIA 


Second Phase 
(Continued from page 590) 


The main points of these existing circun-- 
stances are that a large part of the expan- 
sion was in response not to commercial 
and industrial demands but to stock market 
speculation, that the underlying gold base 
has been materially contracted, that expected 
general business expansion this Spring will 
soon require the use of a larger share of 
commercial banking credit by agriculture, 
industry and commerce, and that, therefore, 
speculative credit should be gradually and 
mercifully contracted now—or it might have 
to be abruptly and painfully contracted later. 


Rediscount Rates Put Up 


HIS interpretation was fortified by the 

advance late in January of the Chi- 
cago Federal Reserve bank’s rediscount rate 
from 3% to 4 per cent, followed by similar 
action by the Richmond Federal Reserve 
bank, and the New York and San Francisco 
banks early in February, with others ex- 
pected to follow suit, although some ob- 
scurity surrounded these incidents as to 
whether they represented merely individual 
regional adjustments for the purpose of at- 
tracting additional funds to those districts to 
meet increased local demands, or whether 
they represented the beginning of a serial 
advance of Federal Reserve bank rediscount 
rates to a generally higher level. The latter 
view appeared to prevail coupled with belief 
that Federal Reserve policies, whether so 
intended or not, would put an effective curb 
on stock market speculation. 

In any event developments since December 
represent the second phase of the great 
1927-28 gold movement. The first phase 
was characterized by Federal Reserve credit 
changes tending to maintain easy money con- 
ditions in the United States in the face of 
gold losses and credit: expansion. The sec- 
ond phase, in which there were reverse con- 
ditions presented by a slowing down for 
the time being of gold exports and a con- 
traction of credit, was characterized by 
Federal Reserve changes tending, with other 
factors, to induce firmness in money rates. 

Considering these two phases together, 
Federal Reserve action has apparently been 
aimed to stabilize money conditions at a 
relatively constant level under changing con- 
ditions. In one aspect its transactions have 
served through paying out slack, to offset 
the tendency of contracting reserves and ex- 
panding credits to cause money to become 
tight. In another aspect they have served 
to restrain the expansion of commercial 
banking credit for speculative ends to the 
detriment of coming demands for agricul- 
ture, industry and commerce for accommo- 
dations. Ina third aspect these transactions 
by taking in slack have offset the influence 
of the somewhat rapid seasonal contraction 
of credit since the first of the year toward 
bringing about so large a supply of cheap 
money as to stimulate again its use for 
speculative activities. Thus, in these vari- 
ous stages the Federal. Reserve System and 
its money market operations may be seen 
as a smoothly working reciprocating mech- 
anism facilitating and steadying the move- 
ments and counter-movements continually 
going on in the nation’s credit structure. 
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Indices Recorded Cycle 


ERTAIN indices on the financial jp. 

strument board have recorded the fore- 
going cycle of events. On Aug. 31, 1927, 
just before the export gold movement got 
under way, the ratio of total reserves in the 
Federal Reserve banks to deposit and note 
liabilities combined stood at 78.3 per cent. 
By Dec. 28, after the gold movement had 
run to considerable length with credit ex- 
pansion also continuing, and the Federal 
Reserve banks had assumed a larger share 
of the burden through enlarging the supply 
of Federal Reserve bank credit, the ratio 
had dropped to 66.8 per cent. By Jan. 25, 
following the slowing down of the gold out- 
flow, the contraction of member bank credit 
and the reduction of Federal Reserve bank 
credit, the ratio rose again to 75 per cent. 
In the general money market, after the turn 
of the year, day-to-day money rates first 
registered the usual seasonal easing, but 
later with other money rates grew slightly 
firmer. 

Nowhere during this episode to date have 
there been any violent fluctuations in the 
money market such as disturbed business 
and finance in years gone by even under less 
provocative conditions—nowhere has there 
been anything but smooth, sure readjust- 
ments to changing circumstances. 

It cannot be said that the nation has 
passed through a critical period—nor is it 
probable that the most serious phases of the 
present gold and credit situation have yet 
been completed. But it is conceivable that 
the conditions which have already been easily 
met might well have led to critical condi- 
tions were it not for the Federal Reserve 
or some equivalent system—and it is confi- 
dently to be expected that the Reserve Sys- 
tem will just as easily meet conditions which 
may yet be encountered involving further 
gold losses and a considerable reexpansion 
of credit to accommodate the business re- 
vival anticipated as the current year unfolds. 


Bank Bill Passes House 


HE McFadden Bank Bill, which amends 

the Clayton Anti-Trust Act by removing 
some of the present restrictions upon inter- 
locking directorates of banking institutions, 
has been passed by the House. 

According to Representative McFadden, 
Chairman of the House Banking and Cur- 
rency Committee, the measure is designed 
to enable the Federal Reserve Board to ad- 
minister the regulation of interlocking bank 
directorates more effectively and more in 
harmony with the intent of Congress, as 
set forth in the so-called Kern amendment 
to the Anti-Trust Act. 

Under the Clayton Act interlocking di- 
rectorates and officerships among certain 
classes of banks were unqualifiedly prohib- 
ited. The Kern amendment permitted inter- 
locking directorates between banks “not in 
substantial competition.” Under the new 
bill the Federal Reserve Board is authorized 
to grant permits for interlocking directorates, 
if, in the board’s judgment, such action 1s 
not incompatible with the public interest. 
To obtain such permission from the board. 
banks need not be members of the Federal 
Reserve System. Thus an interlocking di- 
rectorate between a joint stock land bank 
and a state non-member bank would be legal. 
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Meat Packing Industry 
(Continued from page 620) 


and many hotels, etc., discouraged the con- 
sumption of beef at prevailing costs and 
switched to pork. 

Quotations at present are above $16 per 
cwt. Prospective supplies of choice thou- 
sand-pound yearlings and heavy beef steers 
for the next few months are not likely to 
be abundant and prices should remain fairly 


high. 


Scientific Control and By- 
Product Manufacture Re- 
quire Large Business Units 


HE unsatisfactory earnings of an indus- 

try so concentrated as meat packing are 
somewhat difficult to understand, since most 
industries are strengthened and stabilized by 
the formation of a limited number of com- 
binations. 

In the packing industry we formerly had 
the “Big Five” as controlling factors, in- 
cluding Armour, Swift, Morris, Wilson and 
Cudahy. uring recent years this number 
fas been reduced to four by the merger of 
Morris & Co. into Armour & Co., yet con- 
ditions are far from satisfactory, and capital 
return on investment much below what is 
considered normal in other lines. 

Some people think the trouble is that the 
packing industry is too concentrated, that 
the process of combination has been carried 
so far that the leading organizations have 
become unmanageable and top-heavy, as well 
as being under constant suspicion as “trusts,” 
and thus inviting attack from the public. 
The opinion has been expressed that the 
packing industry would be better off if, in 
place of four dominating organizations, 
there were twenty-four, or even forty-eight 
—one for every state. If split up in this 
‘manner the separate companies would still 
ibe large enough to enjoy the usual advan- 
tages of large scale production, concentrated 
purchasing power, efficiency of management 
and strong credit standing, but at the same 
time would be competirg and not subject 
to charges as “trusts.” Each organization 
would stand on its own base, and be a 
relatively sizable concern compared with 
other lines of business. 

The reason why such a split-up would 
not be advantageous is probably because of 
the complex nature of modern packing 
house operation, and the utilization of 
countless by-products, which can be carried 
on profitably only by a very large organi- 
zation. The old-fashioned abattoir conduct- 
ing small scale operations, and still in use 
in most foreign countries as well as certain 
rural sections of the United States is handi- 
‘capped in that it cannot afford the elaborate 
specialized methods of the giant producer, 
the research laboratory for testing and con- 
trol, the expensive systems of mechanical 
refrigeration instead of natural ice, which 
permit year-around killing instead of sea- 
sonal, and the manufacture of numerous 
by-products. The distribution of the small 
abattoir is local, while that of the large 
packing house is national and international. 
The large organization can spend money to 
build up trade names, advertising campaigns, 
and selling drives to broaden markets. 

Few people who have never visited a 


packing house realize the complex nature 


New Uses...New Plant 
Add to the Property 
Behind Bell 


Telephone Securities 


Mone and more, people are relying upon 

the telephone for the transaction of 
their daily business and social affairs. More 
than 700,000 telephones are added to the Bell 
System each year. Each year nearly a billion 
more telephone calls are made than were made 
the year before. The “Long Distance” habit 
is rapidly expanding. 


Some vital facts about A. T. & i 


as an investment: 


Bell System Service has grown and is growing 
with the nation. Its management is far 
sighted, conservative, and yet progressive. 
The system has a plant investment of more 
than $3,000,000,000. It operates more than 
55,000,000 miles of wire, of which 37,000,000 
miles are in underground cables. A. T. & T. 
owns more than 91% of the combined common 
stocks of the Associated Companies in the 
Bell System. 
Write for booklet ‘Some Financial Facts” 


BELL TELEPHONE 
SECURITIES CO. Inc. 


195 Broadway & New York City 
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Building and decorative 
sketch of interior for 


AMERICAN COMMERCIAL 
AND Savincs BANK 


Davenport, Iowa. 


This banking structure, 
now nearing completion, 
is typical of the work of 
the Weary and Alford 
Company. 


An illustrated booklet, prepared 
in this office as a part of our 
Rental Service, is now ready. A 
copy will be of interest to any- 
one contemplating a building, 
and will be sent upon request. 


Design 
Engineering 
Construction Management 


WEARY AND ALFORD COMPANY 


BANK AND OFFICE BUILDINGS 
1923 CALUMET AVENUE 
CHICAGO 
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of processes involved in preparing meat, and 
a brief sketch may be of interest. On the 
killing floor the cattle are bled, the blood 
being pumped to a separate department to 
be disposed of as albumin, hemoglobin, or 
dried blood in animal feeds and fertilizer, 
The hide is removed and dropped to the 
hide cellar when it is cleaned and salted, 
furnishing hair and when tanned, leather, 
The feet and head are removed and sent to 
the oil house where they are turned into 
lard, gelatin, glue, neat’s foot oil, bone for 
knife handles, etc., and ground bone for cat- 
tle feed and fertilizer. 

The edible carcass which makes up 55 to 
63 per cent of the weight on the hoof, is 
thoroughly cleaned with hot and cold water, 
then conveyed by endless chain into the chill 
room at a temperature at or somewhat under 
freezing for one to three days, after which 
it is ready for shipment in refrigerator 
cars. 

The viscera drop to the offal floor, where 
edible portions such as heart, liver, kidney, 
tongue and brain are separated, cleaned, and 
sent to their respective chill rooms. Fats 
are separated and sent to renderi@e depart- 
ment to form lard, oleo oil and tallow, while 
intestines, bladder and stomach go to the 
casing department to be made into sausage 
casings. 

Numerous glands are removed and sent 
to the gland department for special treat- 
ment to form extracts, while digestive fer- 
ments such as pepsin from pigs’ stomachs, 
pancreatin from pancreas, and rennet from 
calves’ stomachs are usually prepared in 
this department. Gland therapy is in its in- 
fancy and the packing house chemist is 
working hand in hand with the research 
physician and pharmacist in developing the 
use of animal gland products in treatment 
of disease. 

Remaining portions of the viscera such as 
lungs, spleen, etc., not suitable for human 
food are sent to the tank house where they 
are boiled for several hours, then dried and 
ground into stock and chicken feed, or fer- 
tilizer. 

Dressing of calves is similar to cattle, as 
is that of sheep, whose skins furnish wool. 
Pork packing, however, is somewhat differ- 
ent, in that 68 to 72 per cent of the gross 
weight is edible product, and relatively little 
is marketed as fresh pork, the majority being 
in the form of shoulders, hams and bacon, 
which are treated by salting, smoking or 
pickling. In the usual packing house prac- 
tice the hog is not skinned. 

Treatment of the fats and fatty oils com- 
prises one of the most complicated phases of 
industrial chemistry, and their composition 
of carbo-hydrons is as variable and difficult 
to analyze as the other well-known “CH” 
group—petroleum. Every stage of the 
process, however, is under the supervision 
of expert chemists. The large establish- 
ments maintain fifteen or twenty analytical 
laboratories, in branch packing houses, fer- 
tilizer works, soap works, gelatin plants, and 
others; and as many as fifty or sixty smaller 
test laboratories for making the simpler 
routine determinations and tests for the 
control of product. In addition, there are 
research laboratories engaged in devising 
new processes and new uses. 

The largest profit as well as volume of 
business last year was reported by Swift 
& Co., which had sales of $925,000,000 and 
a net profit after interest, depreciation, etc., 
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of $12,202,492, the fiscal year ended Nov. 5. 
Compared with the previous year’s profit of 
$15,645,242 it shows a decline of 22 per cent. 
This is at the rate of only 1.32 cents on 
each dollar of sales. The present company 
was incorporated in 1885 to continue the 
business originally established many years 
earlier by G. F. Swift. Headquarters are 
in Chicago, while packing plants are lo- 
cated in a dozen large cities, and distributing 
branches in most every town of importance 
throughout the United States. 

Capitalization at the beginning of the 
year consisted of $150,000,000 common 
stock ($100 par) and surplus of $73,124,- 
209, making total invested capital of $223,- 
124,209, on which last year’s profit repre- 
sented a return of about 5.5 per cent. 

Which could hardly be considered ex- 
cessive, for the premier organization in the 
American meat industry. The leader in 
automobiles last year made 40 per cent on 
its invested capital! 


South American Meat 
Trade War 


RMOUR & CO. for the fiscal year 
ended Oct. 29, 1927, reported sales of 
$900,000,000._ Net profits, however, were 
only $538,175, contrasted with $8,148,570 
for the previous period of ten months ended 
Oct. 30, 1926, and $14,451,810 in the calendar 
year 1925. Margin of profit in 1927 was 
6/100 of one cent on each dollar of sales, 
compared with 1.08 cents in the 1926 period. 
These unsatisfactory earnings were caused 
not only by inventory losses on large stocks 
of pork, lard, etc., in storage but also by 
the severe competitive battle for markets 
which has been raging in South America 
for several years, but which has recently 
been settled apparently. Armour is one of 
the largest operators in the South Ameri- 
can field. 

Capitalization of Armour & Co. of II- 
linois and subsidiaries at the beginning of 
the year consisted of $59,298,400 preferred 
stock, $63,566,900 preferred stock of Ar- 
mour & Co. of Delaware, $8,000,000 pre- 
ferred stock of the North American Pro- 
vision Co., $50,000,000 Common “A” and 
$50,000,000 common “B” with a surplus of 
$55,054,777. The preferred stock is seven 
per cent cumulative and dividends on the 
Delaware and North American Provision 
issues are guaranteed by the Illinois corpor- 
ation. Common is $25 par value. 

On this total invested capital of $285,920,- 
077 last year’s profit represented a return 
of but 19/100 of 1 per cent. 

No dividends are being paid on either 
class of common stock, but payment has 
been continued on all the preferred issues, 
which last year required $9,168,514 and re- 
duced the surplus account by $8,630,339. 
Prospects for the current year, however, are 
much more favorable as a result of the 
conditions already described. 


Wilson, Cudahy and Libby 


ILSON & CO., INC., another member 

of the “Big Four” group, also fared 

Poorly last year. The present corporation 

is the result of a reorganization completed 
in 1925, 

On sales of approximately $285,000,000 

for the fiscal year ended Oct. 29, 1927, a net 


(Continued on page 638) 


Are you carrying 
“FAIR WEATHER” 
Protection? 


NADEQUATE insurance is like a leaky roof— 
perfectly satisfactory so long as the sun shines, 
but decidedly otherwise when it storms. 

Nothing seems more obvious than that. Neverthe- 
less, scarcely a day passes without its several ac- 
counts of losses suffered by banks far in excess of the 
bonds and burglary insurance carried. 

In sixteen recent cases, for example, the actual 
losses sustained exceeded the insurance in force by 
$5,284,000. 

Coincident with the growth of every bank is an 
increase in its exposure to loss and a corresponding 
need for additional protection against the many 
hazards to which it is exposed. The fidelity bonds 
and burglary policies that were adequate perhaps 
five years ago, probably do not provide sufficient 
protection today. 

How recently have you checked over the protection 
which your bank is carrying against the dishonesty 
of employees and the attacks of burglars? Are you 
sure that it is up-to-date in form, as well as in 
amount? 

Upon request, we will be glad to have one of our 
specialists in bank protection analyze your bonds 
and policies and advise you, of course without 
obligating you in the slightest way. A note to the 
Home Office will command instant attention. 


FIDELITY AND DEPOSIT 
COM PANY 


of Maryland 


BALTIMORE 
Fidelity and Surety Bonds—Burglary and Plate Glass Insurance 


Representatives Everywhere 
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PARAPHRASED PROVERBS 


A Wandering collec- 
tion item gathers no 


income 


You could not afford to re- 
tain in your employ a clerk 
who would deliberately 
figure discount for 27 days 


upon notes due in one month. 


Yet the result may be exactly 
the same when just as need- 
lessly you route your 
collection items through 
indirect channels. 


We send direct to place of 
payment all notes, drafts, 
and other collections pay- 
able in the Third Federal 
Reserve District. Items pay- 
able elsewhere are sent either 
direct or through not more 
than one intermediary 
correspondent. 


Advices of payment are for- 
warded promptly whether 
received by day or night. 


THE 


PHILADELPHIA-GIRARD 


NATIONAL BANK 


PHILADELPHIA, PA. 


Capital, Surplus and Profits—$29,000,000 


Federal Reserve System 
(Continued from page 597) 


in our financial structure at a time when 
such a calamity would have had most dis- 
astrous consequences throughout the entire 
world. 

“The service which the Federal Reserve 
System rendered to the country during this 
period cannot be overestimated. And _ yet 
the System, as you know, has been violently 
attacked because it failed to do the impossi- 
ble and to avert the losses suffered in get- 
ting the overexpanded agencies of produc- 
tion, both agricultural and industrial, back 
on a normal, peace-time basis. 

“As bankers you know how groundless js 
the charge that the Federal Reserve banks 
contracted agricultural credits. As a matter 
of fact, far from contracting agricultural 
credits during the period of falling prices, 
the Federal Reserve banks expanded bank 
credits and increased the volume of circu- 
lating notes in the agricultural states. 

“The Federal Reserve Bank of Richmond, 
for instance, during the calendar year 1920 
increased its rediscounts by more than $10,- 
000,000 and expanded its note issue by near- 
ly the same amount. A similar expansion of 
credits was made by the Federal Reserve 
Bank of Atlanta and the other banks in the 
great agricultural areas. 

“These facts speak for themselves and 
justify the assertion that, without the assist- 
ance rendered by the Federal Reserve banks, 
it would have been difficult, if not impossi- 
ble, for the country to have come safely 
through the period of deflation or for our 
financial structure to have weathered the 
enormous strain to which it was subjected 
at that time. 


Helping the World at Large 


the Federal Reserve System 
has been able to do for this country, 
it is now doing to a lesser degree for the 
world at large. It is today one of the im- 
portant factors in the effort which is be- 
ing made to achieve world stabilization. 

“When Great Britain made the momentous 
decision to reestablish the pound upon a 
gold basis at its former value, it meant that 
the old standard for financial transactions 
was to continue and that America was not 
to be left holding the world’s supply of 
a metal for which the other nations might 
be seeking a substitute. Great credit is due 
to the Federal Reserve banks for the part 
which they played in bringing about this 
result. These banks extended large credits 
to the Bank of England, and the British 
Treasury arranged for additional credits 
with private American bankers. Great Brit- 
ain has been on a gold basis now for more 
than two years and has not used a single 
dollar of these credits; nevertheless, with- 
out the support furnished by the Federal 
Reserve banks, I do not believe that sta- 
bilization would have taken place at the time 
when it actually occurred. . 

“The movement back to gold has con- 
tinued steadily, and other nations, including | 
Belgium and more recently Italy, have been 
added to the list of countries maintaining 
the gold standard. In the plans for the sta- 
bilization of the rest of Europe, the par- 
ticipation of the Federal Reserve System 1s 
equally necessary; and in all this the inter- 
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EVERY Empire Bond 
issue is created upon this 
set of fixed standards: 


— Guaranteed by one or 
more strong surety com- 
panies. 


— Legal for trust funds. 


— Independently trusteed 
by a large bank or trust 
company. 


— Secured by a closed first 
mortgage on income-earn- 
ing real estate in leading 
American cities. 


— Yield 6%. 


Makethese strict require- 
ments your own invest- 
ment standard. 


Empire 


Bonds 


Empire Bond & Mortgage Corporation 
National City Building 
42nd Street at Madison Avenue, New York 


ests of the American farmer and manufac- 
turer are vitally concerned. 


66° HE nations of the world must be re- 
established on a sound financial basis 
if our surplus products are to find an ex- 
port market. Only in this way can business 
compute in advance the price which it must 
pay for raw materials and figure more accu- 
rately on the price which can be secured 
for the finished products. If this can be 
done, business can operate on a larger scale 
and increase its foreign purchases, which 
means a greater demand for our own sur- 
plus products and an expansion in business 
here and in other countries as well. 
“It is indeed fortunate in this disturbed 
Period in monetary affairs, when so large 


responsibility for world stability has been 
placed upon this country, that we have in 
the Federal Reserve System an agency capa- 
ble, not only of exercising an important in- 
fluence toward stability in our own money 
markets, but also of aiding in financial re- 
construction abroad. 

“The work which the Federal Reserve 
System is doing is along sound, construc- 
tive lines. But the greatest mistake would 
be to expect the impossible. It is not a 
panacea for all the financial and economic 
ills which may befall the country. Neither 
the Federal Reserve System nor any other 
system can control prices. The most that 
System can do is to influence to a limited 
extent, from time to time, the total volume 
of credit and its cost. While credit is one 
factor in influencing prices, it is neither 
the only factor nor the controlling one; and 
it would be asking the Federal Reserve Sys- 
tem to perform the impossible if it is to 
be charged with the responsibility for con- 
trolling prices merely because it can exer- 
cise a limited control over the amount of 
credit available. 

“The Federal Reserve System has been in 
operation now for thirteen years. During 
this time it has so established itself in the 
confidence of the country that Congress last 
year extended the charters of the Federal 
Reserve banks for an indeterminate period. 
This Act was one of the most important 
pieces of legislation that has passed Con- 
gress since the war for it insured the con- 
tinuance of the Federal Reserve System as 
an integral part of our banking structure. 

“Tt is left for us to make certain that 
the System shall not be endangered by load- 
ing it down with extraneous or impossible 
tasks. It has already justified its exist- 
ence, and it will be indispensable in any 
future financial crisis which may arise. But 
if the System is to do this, it must never 
be impaired by changes which interfere with 
the twelve regional banks in the exercise 
of their primary function as reserve insti- 
tutions in providing credit and currency for 
the country. 

“T know that you can be counted on al- 
ways to give the Federal Reserve System 
your strong and unqualified support. It is 
a matter on which we can all agree, regard- 
less of politics, for the Federal Reserve 
System was established under a Democratic 
President, and its continued existence has 
been assured under a Republican President. 
In matters of such general concern as bank- 
ing—and may I add, taxation also—it seems 
to me that partisan politics should not en- 
ter. These are fundamental questions which 
vitally effect the welfare of the whole coun- 
try; and when that welfare is involved, 
we should think not of class or sectional 
or partisan advantage, but of what is eco- 
nomically sound and for the best interest of 
the country.” 


Labor Bank Conditions 


OTAL resources of labor banks in the 

United States on Dec. 31, last, were 
$119,815,386, according to a compilation just 
completed by the Industrial Relations Sec- 
tion of Princeton University. This is an 
increase of nearly $2,500,000 over Oct. 10 
of last year, but a decrease of around 
$7,000,000 compared to the year-end figures 
of 1926. 


OUR depositors, how- 

ever strong their con- 
fidence in your institution, 
will feel that their funds 
are even more secure if they 
know you carry adequate 
insurance against loss. Our 
Bankers’ Blanket Bond, with 
its broad coverage, protects 
your deposits and your in- 


tegrity as well. 


May we have our agent in 
your city give you the facts? 


United States Fidelity 
and Guaranty 
Company 


BALTIMORE, MARYLAND 


Over 8,000 Branches and Agencies 
in United States 


and Canada 
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Loans and Discounts 
U.S. Bonds and Certificates 


Banking House 
Acceptances . .. . 


Capital Stock . 
Surplus. ...... 
Undivided Profits 


Circulation . .... 


Other Liabilities . . 
Deposits: 
Individuals . . 
Banks. .... 


STATEMENT OF CONDITION 
At the close of business, December 31, 1927 


ASSETS 


Other Bonds and Investments . 


Cash and Due from Banks. .. . 
Other Assets... ... 


LIABILITIES 


$5,000,000.00 
17,500,000.00 


Reserved: Taxes, Interest, etc. . 


Acceptances . . .... 


$127,945,774.74 
5,971,483.71 
13,385,595.59 
1,500,000.00 
13,601,971.99 
50,549,784.61 

662,185.19 


$213,616,795.83 


1,575,794.94 $24,075,794.94 


821,449.96 
349,997.50 
900,896.50 

$130,877,832.78 
36,407,149.02  167,284,981.80 
$213,616,795.83 


THE 


GHEMICAL 


NATIONAL 


BANK 


OF NEW YORK 
FOUNDED 1824 


Meat Packing Industry 
(Continued from page 635) 


income of $147,396 was reported, which 
contrasts with a net of $3,169,758 in the 
eight months’ period ended Oct. 30, 1926. 
Margin of profit on sales was but 5/100 of 
1 cent on each dollar of sales, compared 
with 1.63 cents in the preceding period. 

Capitalization at the beginning of the year 
consisted of $28,602,600 in 7 per cent pre- 
ferred stock, $17,876,650 common “A” no 
par, $2,737,055 common no par, $131,342 
minority stock interest and $11,926,907 sur- 
plus. On this total invested capital of 
$61,276,554 last year’s return was at the 
rate of but 24/100 of 1 per cent. 

Cudahy Packing Co. of the “Big Four” 
made $2,353,959 net profit for the fiscal year 
ended Oct. 29, 1927, compared with $4,052,- 


780 in the preceding year. Sales were 
$223,325,368, giving a profit margin of 1.05 
cents per dollar. 

Libby, McNeill & Libby in the fiscal year 
ended Feb. 28, 1927, made net earnings of 
$2,505,000 compared with $2,405,000 in the 
year previous. 


ij nw past decade has been regarded as a 
prosperous period for business in general 
even though including one or two years of 
depression. Meat packing companies, how- 
ever, have been a notable exception. 

In order to get a picture of the entire 
industry, including not only the large or- 
ganizations discussed above but the many 
small concerns which do not issue figures 
to the public, the following compilation of 
income has been made from the annual re- 
ports of the Treasury Department. 


Over the last decade the latest report 
available, issued a few months ago, covers 
the year 1925 but unfortunately instead of 
showing the packing industry under a syb- 
heading as heretofore, groups it with nu. 
merous other lines in the general classifica. 
tion of “foodstuffs, beverages and_ tobacco,” 
Therefore the summary of only seven years 
can be given, from 1918 to 1924 inclusive, 
showing the number of corporations re- 
porting net income and their aggregate net 
income after taxes; also the number re. 
porting no net income and their aggregate 
‘leficits. 


Corporations Engaged in Meat 
Packing, etc. 


Reporting Net Income Reporting Deficit 
Net Income 


Year No. after Taxes No. Deficit 

1918 ..... 331 $19,439,519 79 $1,293,055 
1919 ..... 303 17,984,523 117 47,701,513 
i 283 10,391,928 187 26,438,149 
21,065,427 191 73,188,479 
1922 ..... 360 35,674,372 184 32,502,278 
1923 ..... 400 52,542,069 174 6,894,178 
1924 ..... 426 49,065,132 166 15,527,752 
7 Years... $206,162,970 $203,545,404 


These figures may seem amazing to one 
who has never before analyzed them, and 
if one notes year by year the losses offset- 
ting or even exceeding profits, little further 
comment is necessary. 

If the man-of-the-street were told that 
over this period, an average of thirty-one 
out of every 100 packing companies operated 
at a loss he could hardly believe it. 

In the seven years the aggregate net taxa- 
ble income was $244,247,458 on which fed- 
eral taxes of $38,084,488 were paid, leaving 
net profits after taxes of $206,162,970. 
Against this the unprofitable companies suf- 
fered losses aggregating $203,545,404. 

If the opponents of “big business” were 
told that over this period, for every dollar 
made in meat packing, about ninety-eight 
cents was lost, many would declare it im- 
possible. Yet the figures are taken from 
the United States Treasury reports, based 
on sworn tax returns, and covering the en- 
tire 500 corporations making up the Ameri- 
can packing industry. 


Yards to Be Segregated 


AN interesting development in the packing 
industry was the announcement made in 
the latter part of January that the extensive 
investments of Armour & Co. of IIlinois in 
the principal stock yards of the United 
States will be sold under a decision which 
has been reached by the company to cease 
opposition to the decree entered in 1920, 
requiring the packers to divest themselves 
of certain outside business holdings. The 
action follows years of litigation over the 
decree of segregation. 
Coincidentally with news of the packers 
action, announcement was made that a new 
holding company had been formed which 
would acquire part of the Armour holdings 
and would in turn sell its own securities to 
the public. The holding company known as 
the General Stockyards Corporation has Just 
made an offering of its preferred stock. — 
While the various stock yard companies 
have securities outstanding with the public, 
for the most part the stock issues have been 
closely held by the packers and allied inter- 
ests, and the present financing opens up to 


(Continued on page 640) 
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Diary of a Trust Officer 
(Continued from page 595) 


would take everything that was left, and 
as the family experience with guardians had 
not been very satisfactory, they readily be- 
lieved the last of their inheritance would be 
taken from them, and that they would be 
left penniless. 

Realizing its responsibility to these chil- 
dren, our trust company took charge of their 
property, managed it, conserved it, even 
financed a part of the indebtedness on the 
property, and saved the children’s inherit- 
ance for them. 

The young man who will come to our 
office after he becomes of age will have 
an entirely different thought of the services 
a trust company renders to defenseless and 
dependent children than he held when he 
first came with his little brother, frightened 
and crying, and believing that everything 
they had in the world was to be taken away 
from them. 

A trust officer has many problems to face 
and overcome, but one of the greatest com- 
pensations he has for the services rendered 
by his company and himself is a sense of 
satisfaction of a duty well performed. 


Two Secret Wills 


JANUARY 10 


LADY came to my office this morning 

and, after being assured that every- 
thing she told me would be held in the 
strictest confidence, she said: 

“T wish to make a will, and I do not want 
my husband to even know that the will has 
been made.” 

She had been previously married and had 
two children by her former marriage. It 
was her desire to make special bequests to 
her two children and to protect their in- 


heritance in the property she had received | 


from her first husband. The relationship 
with her present husband is not happy, so 
if he knew she had made a will it would 


cause a family disturbance, and this she, | 
of course, wished to avoid. The will was 


prepared and executed, and remains silent 
in the vaults of our company until her secret 
is disclosed after her death. 


I could have told this lady that her hus- | 


band had been to our office some time pre- 
vious and had requested the same degree 


of confidence from us that she had de- | 


manded. 

He made the same request to us—that 
under no circumstances should his wife ‘be 
informed of the execution of his will, and 
that its contents should be made public only 
after his death. These two wills repose in 


the secure sanctuary of our vaults, each to | 


tell its story after the maker has died. 


These confidences are sacred with a trust 


officer, and I do not know of a confidence 
of this kind ever having been betrayed by 


a trust officer in the United States. Un- | 


doubtedly many such cases exist in the trust 
companies of America, but their secrets will 
be held inviolate until the time comes for 
them to be disclosed. 


Read the Warnings 


The Protective Section warnings are 
written for the benefit of your bank, and 
may be the means of preventing loss to you. 


Fine Offices Deserve 


Fine Chairs 


To you who would discriminate between the finest in 
chair craft and the other kind. 


To you who prefer dignity, character and enduring 
worth, contrasted with the ordinary. 


To you who insist upon full and complete assurance that 
you will obtain all of these qualities in the greatest measure, 
we direct you to MILWAUKEE CHAIRS. 


These famous chairs are recognized by officials of promi- 
nent banks, big business institutions, and by professional 
men, as the standard of beauty and utility. They instinc- 
tively trust the leadership built by quality. 


Milwaukee Chairs are made in a great variety of styles and 
designs, out of which you can select the very type that 
will exactly harmonize with your surroundings, 


Photographs of chairs suitable for your needs will be 
gladly submitted. Write to the Milwaukee Chair Co., 
624 South Michigan Ave., Chicago, and a representa- 
tive will call to see you. 


MILWAUKEE 


CHAIRS 
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HE graceful 
refi 
sturdiness of Ver- 
mont white mar- 
ble and polished 
granite marks 
this building of 
the First Nation- 


al Bank and 
Trust Company, 
at Hamburg, Pa. 
Such materials 
confer a worth- 
while air of dis- 
tinction and 
individuality. 


Bank Growth Shown By Figures 


i bw discovery by progressive bankers, that bank buildings can 
beso designed as to encourage deposits and earn added profits, has 
led to the erection of a conspicuous number of new buildings. These 


new quarters show a marked gain over the old in appearance and 
arrangement. eA. in their appearance a cordial welcome and 
an engaging frankness, the new type of structure creates good will. 
Arranged for greater convenience and efficiency, and with improved 
mechanical devices, they expedite the banker’s work and reduce 
his expenses. 

Bank building specialists, who have led the way in developing 
this science, owe much of their success to the measurable increase of 


customers and profits achieved by these new buildings. 

There are clearly defined principles which determine the ability of 
a building to increase the business of a bank. Build your building to 
those principles, and to suit your individual needs. You will have 
gone a long way toward insuring your continued growth. 


TILGHMAN MOYER COMPANY 


The Design, Construction and Equipment of Bank Buildings 
ARCHITECTS . ENGINEERS 


EVERAL of this Company’s men devote 
time to the study of a bank’s growth as re- 
lated to that bank’s building. The result of 
this study, from the Company’s current files, 
is available to you in compact tabulated form. 
Here are definite figures on a question of 
public psychology that deeply affects your bank’s 
profits. The coupon will bring you a copy by 


return mail. 


e 
Meat Packing Industry 
(Continued from page 638) 
the investing public a wider interest in this 
industry. The companies have a favorable 
record regarding stability, earnings and 
dividends. 

The stock yard companies neither buy 
nor sell live stock, but derive their income 
from services rendered on a cash _ basis. 
They provide an open market where live 
stock can be bought and sold under govern- 
ment supervision. The Armour holdings 
which will go to the new corporation are 


TILGHMAN Moyer ComPANny, Allentown, Pa. 


Gentlemen: Without obligation, please mail me a 


copy of the tabulated figures on the growth of banks. 


Name: 


Address: 


reported to be valued at between $4,000,000 
and $5,000,000. 


The investigation by the Federal Trade 
Commission discloses that agencies taking 
part in the production and distribution of 
bread, from wheat field to the home of con- 
sumer, received approximately the following 
shares of a total of 8.55 cents paid by the 
American family for every pound of bread 
it consumed: Farmer, 1.15; miller, 0.41; 
baker, 5.11; grocer, 1.28; railroads and other 
handlers, 0.60; total per pound, 8.55 cents. 
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Congress or Federal 


Reserve 
(Continued from page 603) 


of making the rediscount rate effective. 
Discounting was not large during 1927 byt 
the reserve system had the credit situation in 
hand. The total holdings of bills and se. 
curities held by the Federal Reserve banks 
of $1,377,000,000 were $230,000,000 larger 
at the beginning of 1928 than a year before. 
In addition the Federal Reserve System 
at the opening of 1928 had some $830,(00,000 
of credit in the market form of bills dis- 
counted and bought. 


No Excuse for Destroying 
Call Money Market 


T may become necessary from time to 

time for the Federal Reserve System to 
check credit expansion but there would be 
no excuse for destroying the call money 
market. Purely as a banking proposition, 
where else could be found such absolutely 
liquid assets in substantial volume as call 
loans to brokers. 

Banks often find themselves with growing 
deposits that offer no assurance of perma- 
nence. Florida had the experience. But 
deposits put to work in the call money mar- 
ket in millions of dollars were available 
immediately upon demand. 

Members of Congress who suggest regu- 
lating brokers’ loans talk rather gropingly 
of the subject. Besides Congress has a 
crowded calendar. Still there is a very ef- 
fective method of discouraging extensive 
loans to brokers by member banks of the 
Federal Reserve System if the legislators 
really want to accomplish that end. 

An amendment to the Federal Reserve 
Act denying to a member bank the privilege 
of discounting at a Federal Reserve Bank so 
long as the member bank had money loaned 
to finance dealings in securities would do 
the trick. Banks could not borrow from 
the Federal Reserve banks to put money 
out on call beyond a very limited amount. 

This would keep the funds of the Federal 
Reserve System out of the call money mar- 
ket. And after all there is a certain fair- 
ness in such a proposition. Money on call 
represents the potential reserves of member 
banks, equally as available as funds obtained 
by discounting from the reserve banks. 


Leroy A. Mershon 


EROY A. MERSHON, whose resigna- 
tion from the staff of the American 
Bankers Association was announced at the 
annual convention of the Association at 
Houston, Texas, has been appointed a vice- 
president of the United States Mortgage & 
Trust Company, New York City, and will 
enter upon his new duties on Feb. 20. Mr. 
Mershon was with the A. B. A. eleven and 
one-half years, as deputy manager in charge 
of the activities of the Trust Company Di- 
vision of the Association. 


How many persons in your bank regu- 
larly read the warnings given in the Pro- 
tective Section? 
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News Hungry World 
(Continued from page 616) 


which were capalle of making only fifty 
tons per day. Some people have gone so 
far as to say the comparatively large tim- 
ber and water resources in Canada and the 
building of an almost new plant will result 
in the demoralization of the industry in the 
United States, but such a statement does 
not take into account the fact that many 
American mills are quite equal to the most 
modern plants in Canada, while they have 
the advantage of cheap coal and are still 
able to obtain sufficient wood or pulp from 
domestic and foreign sources. 


Canada Looks to the Future 


UT there has been in progress a grad- 

ual transference to Canada of the ac- 
tivities of some American companies, includ- 
ing the largest, and the Canadian forest 
reserves are now being drawn upon to sup- 
ply fully two-fifths of the newsprint re- 
quired in the United States. There are, 
of course, great wooded sectors along the 
Pacific Coast of the United States and in 
Alaska, but at present the timber lands of 
the Eastern Canadian provinces are regard- 
ed, from an economic viewpoint, as the 
source from which the publishers in the 
densely populated eastern states will con- 
tinue to obtain a large part of their sup- 
plies. No great increase in European pro- 
duction can be expected, as Finland is the 
only country where further important de- 
velopment is likely to occur, and this would 
not provide for the normal growth in the 
use of paper in Great Britain and on the 
Continent. Russia has an immense forest 
area, but this cannot be utilized to any great 
extent for the manufacture of paper, as the 
necessary water power is lacking. 

The remarkable expansion of the Cana- 
dian pulp and paper industry has brought in 
its train certain consequences that have 
caused concern. The extent to which wood 
is now cut for the mills has made apparent 
the advisability of undertaking reforesta- 
tion and afforestation on a scale that will 
maintain the industry on a permanent basis, 
and this question is now being given seri- 
ous attention. The new plants brought into 
operation during the past year caused high- 
ly competitive conditions in the world mar- 
ket, under which, however, the Canadian 
newsprint producers, because of their great 
natural advantages, suffered less than their 
competitors. Production in Canada in 1927 
averaged 85 per cent of rated capacity, 
prices were kept at a level that permitted 
reasonable profits, and an exemplary degree 
of cooperation developed among the leading 
companies. 

It is probable that the current year will 
also be one of severe competition and of 
strain for companies operating old mills, 
but no one conversant with the world situa- 
tion entertains any doubt as to the ability 
of the Canadian producers to hold: their 
present strong position and, indeed, to 
improve it. 


The Journal Circulation 


The average net paid circulation of the 
AMERICAN BANKERS ASSOCIATION JOURNAL 
for the six months ending Dec. 31 was 
25,499 copies per month. 


econd largest 
bank in the 


country in the col- 
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throughout the 


United States. 
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tling with the problem every day and every 
night. The Exchange quotations must not 
lag. 

| The principal difficulty lies in devising a 
i machine capable of a speed sufficient to iron 
Mergers out the peaks of traffic and to reduce them 
i to an average common denominator ex- 
pressed in time. No one can foretell just 
when these peaks—or greatly accelerated 
trading—will develop. They may come just 
at the market’s opening. They may occur 
just before the close. Most frequently they 
do develop at one or the other of these 
two parts of the day. But there is no 
assurance that a peak will not crop out in 
mid-morning or in mid-afternoon, or at any 
other time of the five-hour trading day. It 
is the news of the day which controls them, 
and the development of news is uncon- 
trollable, at least; the development of such 
news as usually excites the market to buoy- 
ance or depresses it to reaction. : 
It is reasonable to presume that should 
a new ticker be devised by the engineers 
now working on the problem which will 
prove satisfactory, it would have to under- 
go a long period of trial. Its adoption would 
mean the scrapping of thousands of dollars’ 
worth of valuable machinery now employed. 
It is quite safe to say, too, that the ulti- 
mate ticker will be unlike the present one 
in appearance and method of operation. 
They will be alike—most likely—only in 
the attribute of being able to furnish hopes, 
thrills and chills to those who watch their 
fluttering messages. 


THE MERGER is the practical, modern-day method 
of reviving the fittest. Survival of the fittest 
today is not enough. Revival is necessary——new 
life, new energy, new effort—economically. 


The Merger is much more than just getting together. 
It picks the best of the necessary and the vital from 
many similar efforts and makes them into one 
supreme accomplishment. 


One major value of the Merger is the opportunity it 
presents for eliminating waste in industry— not 
alone waste of time and material, but the larger 
mental and physical wastes—duplication of efforts, 
capital, organization. 


The elimination of waste from American business 
during recent years now represents a saving of 
nearly $1,000,000,000 a year and is mainly the result 
of following the constructive suggestions cf the 
Hoover Committee on Waste in Industry. Mergers 
are helping materially to increase this saving. 


The Merger is no plaything. Every detail, from its 
conception to its smooth and effective operation, 
demands exact knowledge— based, not alone on 
facts and figures, but on intimate and practical 
Accounting experience in many fields and nation- 


A Duplicate System 


wide in extent. 


NEW YORK 
PHILADELPHIA 
BOSTON 
PROVIDENCE 
BALTIMORE 
RICHMOND 
WINSTON-SALEM 
WASHINGTON 
BUFFALO 
ROCHESTER 


PITTSBURGH 
WHEELING 
ERIE 
ATLANTA 
MIAMI 
TAMPA 
CINCINNATI 
DAYTON 
LOUISVILLE 
HUNTINGTON 


AKRON 
CANTON 


TOLEDO 


OMAHA 


CLEVELAND 


COLUMBUS 
YOUNGSTOWN 


sT. LouIs 
MEMPHIS 
KANSAS CITY 


ERNST & ERNST 


ACCOUNTANTS AND AUDITORS 
SYSTEM SERVICE 


NEW ORLEANS 
JACKSON 
DALLAS 

FORT WORTH 
HOUSTON 

SAN ANTONIO 
waco 

DENVER 

SAN FRANCISCO 
LOS ANGELES 


CHICAGO 
MILWAUKEE 
MINNEAPOLIS 
ST. PAUL 
INDIANAPOLIS 
FORT WAYNE 
DAVENPORT 
DETROIT 
GRAND RAPIDS 
KALAMAZOO 


Stock Exchange Experiences 
(Continued from page 619) 


Stock Exchange say five or ten years from 
now, provided additional securities are 
brought to the “Big Board” as rapidly in 
the future as they have been in the imme- 
diate past? More than $8,000,000,000 in par 
value of securities was added to the Stock 
Exchange list in 1927, of which about $4,- 
500,000,000 was in stocks, the balance in 
bonds. 

The logical conclusion is that a new sort 
of ticker, possessing the inherent quality of 
greater speed than the present one, must 
be developed. Engineers in American and 
European laboratories now are working on 


the problem. They have been working on it 
since the big markets loomed on the finan- 
cial horizon after the war and threatened 
to provide a task too great in magnitude for 
the present machinery. They are still work- 
ing. What a task for a resourceful inventor ! 
He who can walk into the Stock Exchange 
with a ticker under his arm having a speed 
capacity, say, 50 per cent faster than that 
of the present machine will be received lit- 
erally with open arms. For compensation 
he can write his own ticket. The best elec- 
trical engineering minds in the country, in 
elaborately equipped laboratories, are wres- 


i" or more suggestions for speed- 
ing up the machinery of the Exchange 
have been examined and rejected by the offi- 
cials in the las® year or so. Two are heard 
most frequently in Wall Street; one that 
the present system should be duplicated, with 
the industrial shares quoted on one and the 
railroad shares on the other; a second, that 
active stocks should go on one of the pro- 
posed duplicate of tickers and inactive stocks 
on the other. It has been estimated that 
to duplicate the present ticker system, 
stretching as it does like a network over 
the country would entail an expenditure of 
upward of $1,000,000. This is probably true, 
but it is not the cost which has caused the 
rejection of these suggestions, but their im- 
practicability. In the first place, Wall Street, 
from the housing point of view, possesses 
many ancient domiciles. Many of the Stock 
Exchange firms are located in buildings 
which have stood for fifteen to thirty years 
and more. In most of these old structures 
the cable inlets are entirely full, and not 
another wire could be run into the build- 
ing at any cost. In the case of the sugges- 
tion that duplicate tickers be installed, with 
the industrial shares quoted on one ticker 
and the railroad shares on the other, it is 
the judgment of the Exchange officials that 
this would prove entirely unsatisfactory from 
the standpoint of the market observer. One 
class is just as much a part of the market 
as the other and cannot be satisfactorily sub- 
divided. To obtain an adequate bird's-eye 
view of the entire market, all listed stocks, 
of whatever nature, must have an equal chance 
at the tickers and must appear in rotation, 
exactly as they are dealt in on the floor of 
the Exchange. 

After all, the problem is more or less @ 
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local and professional one, agitating mainly 
the Stock Exchange officials, who feel duty 
bound to keep the “ticker up to the mar- 
ket” and speculators who sit in brokerage 
houses throughout the breadth of the land. 
It matters little to the average man who 
buys shares of stock through his broker 
whether the record of his purchase is made 
within thirty seconds or thirty minutes after 
the transaction. 

The stock ticker is just sixty years old, 
and in that sixty years it has been brought 
up to a degree of mechanical perfection little 
dreamed of in its early days, when it was a 
cumbersome and stuttering instrument at 
best. But it was not designed to carry a 
load of 3,000,000 shares in a five-hour day. 
The market has just outgrown it. Whether 
the present volume gradually increases, or 
whether 2,500,000 to 3,000,000 shares is the 
maximum number which the Stock Ex- 
change can handle or will attempt to handle 
in a day is a problem for the future—along 
with the new ticker. In the light of recent 
experience, however, it may be guessed that 


the expansion in trading will continue apace | 


with the country’s prosperity. 


Ticker—the Pulse of the 
World 


NE cannot imagine Wall Street with- 

out the stock ticker. It is the breath 
of life of the whole financial district. It 
is the pulse of the business world, ready 
indicator of prosperity and depression, ba- 
rometer of clear skies or storms ahead. It 
is alternately the delight and despair of the 
speculator in the message it stolidly repeats 
and many times his narcotic. It is the gage 
by which business, big and little, makes its 
moves on the checkerboard of industry. 
Without it the commerce of the world would 
be sorely hampered and distressed. It gives 
a cold, dispassionate answer to the all- 
important query, “How is business?” Small 
wonder that the Stock Exchange officials 
are exercised when the volume of dealings 
threaten to engulf it and make it a few 
minutes late. The price of silk in Japan, 
of silver in India and China, of gold in 
England, of wool and textiles in New Eng- 
land, of steel in Pittsburgh, of tobacco in 
Kentucky, of cotton in the South and timber 
in the North, it records calmly and faith- 
fully to those able to read and translate its 
symbolic signs. It speaks every tongue and 
brings each message faithfully and surely. 
The ticker is the voice of all men summing 
up in a single message the things that have 
gone before, the things that are, and the 
things that are yet to come to pass. 

Many men now doing business daily in 
the financial district recall the days when 
there were no telephones and no tickers, and 
they are likely, when in reminiscent mood, 
to wonder how business could have been 
done at all without these modern instru- 
ments of commerce. Expedients of all sorts 
were adopted to get the news about from 
one office to another and from the offices 
to the Exchange. Cable service was un- 
known. Foreign news came entirely by 
steamer. One ingenius citizen, who resided 
in Boston, owned a number of carrier 
Pigeons, which he kept in New York. It was 
his custom to board an incoming vessel at 
Halifax with some of his pigeons, write a 
brief summary of foreign. news as gleaned 


100% Visibility for you. 
Your fingers are down 
out of the way. The 
dial reading is right 
before your eyes. 
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100% Invisibility for 
others. Little “blinders” 
reveal dial readings to 
you alone. Remainder 
of dial is concealed. 


The New Sargent & Greenleaf 
SINGLVISION DIAL 


(patented ) 


unlocks chests, lockers, safes 
with less trouble, greater safety 


Ask your 
vault man 


Your new or your 
present equip- 
ment can be sup- 
plied with Singl- 
vision Dials, at 
small cost, by the 
vault manufac- 
turer who services 
your institution. 
Or, we'll be glad 
to send you com- 
plete details. Use 


the coupon below. the world. 


The knob is down out of the way. All 
numbers but the ones you want are 
hidden. Blinders keep out curious eyes, 
but permit light to enter. Snap these 
blinders shut, when not in use, and pad- 
lock the dial.... A faster, safer, better 
dial, machined with the thoroughness 
that has given Sargent & Greenleaf 
locks first call in 


anks throughout 
Side view of the 
Singlvision Dial. 


Sargent & Greenleaf Inc. 


ROCHESTER 


For 63 years makers of good bank locks or 
Lockers, Emergency Doors, Tellers’ 


Sargent & Greenleaf, Rochester: 


NEW YORK 


Main Vault Doors, Vault Day Gates, Cashiers” 
Cages, Safe Deposit Boxes, Grille Gates 


Please send further details about your Singlvision Dial, for use on 


(state character of equipment and whether new or in use.) 


Name 


Address 


from newspapers and passengers on board, 
and then having transcribed his summary 
to very thin paper, tie the dispatches to 
his pigeons’ legs and send them to New York 
by air. His clients made many profitable 
turns in the stock market on information 
brought by air mail. 

E. A. Calahan, who was employed in 1867 
as superintendent of batteries by the Ameri- 
can Telegraph Co., was the godfather of 
the present-day ticker. From time to time, 
as inventions were made which improved 
the machine, they were purchased and added 
to it. The completed ticker of 1928, now 
before the bar accused of being too slow and 
behind the times, is 50 per cent faster than 
the ticker of ten years ago and several hun- 


dred times faster than its antiquated ancestor 
of twenty-five years ago. A long line of 
inventors had a hand in bringing it up to 
perfection. Among them, besides Mr. Cala- 
han, were Henry Van Hoevenberg, who 
added the feature of self-adjustment; S. S. 
Laws, who perfected the gold indicator; 
Horace L. Hotchkiss, J. E. Smith, and 
Messrs. Gray, Phelps, Scott, Kenny, Chester, 
Pearson, Wessman, Healy and Knudson, 
each of whom originated some improving 
detail, but whose initials and personal his- 
tory have been, unfortunately, lost in the 
shuffle of years. 

In one of the earliest histories of the New 
York Stock Exchange, Horace L. Hotch- 
kiss, mentioned as one of the inventors, gave 
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Big Concern 
Tells How 
Credit Insurance 
Operates 


The Bean Spray Pump Co.,.San Jose, Calif., 
recently took out their 18th consecutive policy 
of American Credit Insurance. They write: 


“We base our credits on our insurance cover- 
age, and as a consequence have materially re- 
duced our losses. We anticipate a further re- 
duction in losses as we work closer to insur- 
ance coverage. We consider this the principal 
benefit of the policy, for the protection will then 
be to cover the unexpected on losses not due to 
bad credit extension. We find that the cus- 
tomer does not resent the tightening up on 
credit when we explain that we must follow 
the conditions of our insurance policy.” 


Representative banks in all parts of the coun- 
try are recommending American Credit Insur- 


ance for safeguarding their patrons against bad 


debt losses. Any specific information which 
may be desired will be gladly furnished to any 
Banker upon request. 


CThe AMERICAN 


CREDIT~ INDEMNITY Co. 


OF NEW YORK J. F.M*° FADDEN, presipent 


Offices in All Leading Cities 


New York, St. Louis, Chicago. Cleveland, Boston, 
San Francisco, Philadelphia, Baltimore, 
Detroit, Atlanta, Milwaukee, Etc. 

In Canada—Toronto, Montreal, Etc. 


LR1257 


this account of the inauguration of the first 
ticker service: 

“Robert H. Gallagher, who had charge of 
the Night Exchange uptown—which was 
used by operators during the exciting days 
of the Civil War—had a large acquaintance 
with Wall Street brokers, and was engaged to 
secure patrons or subscribers who would pay 
$6 per week for the quotations. His efforts, 
in conjunction with those of the officers of the 
company, resulted in agreements with a num- 
ber of the prominent brokers of the street. 
The governors of the Stock Exchange grant- 
ed permission for employees of the company 
to go on the Exchange and report the mar- 
ket prices by this new system. In Decem- 
ber, 1867, between Christmas and New 
Year’s Day, the first stock quotation instru- 
ment was placed in the office of David 


Groesbeck & Co., where the veteran stock 
operator, Daniel Drew, made his headquar- 
ters. The next day an instrument was placed 
in the office of Work, Davis & Barton, and 
on the third and fourth days instruments 
were placed in the offices of Greenleaf, 
Norris & Co. and Lockwood & Co. Before 
they had been in operation many days, the 
company had on its list of subscribers about 
one hundred of the prominent bankers and 
members of the Exchange. 

“When the first instrument began work 
in the office of David Groesbeck & Co., it 
naturally created a sensation as the quota- 
tions made their appearance on the tape. 
The crowd around it was at least six deep, 
and the person nearest the instrument called 
out the prices to the wondering assembly. 
At that time William Heath was an active 
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broker. He was tall, thin and exceedingly 
energetic. It was his custom to run from 
office to office, supplied with the latest quo- 
tations obtainable from the floor of the Ex. 
change. He was generally known as the 
“American Reindeer.” He was surprised to 
find in Groesbeck’s office a crowd w: itching 
the ticker. He created much amusement by 
offering his quotations, and was told “We 
have them all here on the tape.” It was 
some months, however, before he thorough- 
ly realized that the machine could outstrip 
the “American Reindeer” in the race of 
quotations, but eventually he had to sur- 
render and filed his order for one of the 
company’s instruments.” 


‘Recorded Gold Sales 


RUDE, clumsy, frequently out of order, 

kept going by chemicals carted about 
Wall Street in tin buckets, the earliest ticker 
was to the modern instrument as Stephen- 
son’s crude engine to a modern locomotive. 
The operating concern—the Gold & Stock 
Telegraph Co.—was formed in 1867 with 
a capital of $200,000. In the meanwhile, 
at the height of the gold boom, S. S. Laws 
invented a clock-like machine with a double 
face, which indicated the price of gold sales, 
one face showing in the board room, the 
other in the street outside, where merchants 
and tradesmen gathered for cues as to the 
prices they should get for their merchandise 
that day. Later Mr. Laws conceived the 
idea of a small gold indicator to be placed 
in each broker’s office, which would be op- 
erated by electric wires from the board room 
and which would show, just as did the big 
clock, the current price of gold. This in- 
vention was bought by the Gold & Stock 
Telegraph Corp. for $25,000 in cash, $75,000 
in the company’s stock and $10,000 per year 
royalty “during the continuance of the pre- 
mium on gold.” The royalty was paid for 
ten years. 

A little later the Western Union Tele- 
graph Co. bobbed up with a commercial news 
and quotation service, and then the Com- 
mercial Telegram Company became a factor. 
The latter was purchased at receiver’s sale, 
a year or so after its start, by members of 
the Stock Exchange, who turned it over to 
that organization and renamed it the New 
York Quotation Company. That is the pres- 
ent operating concern, whose stock is owned 
entirely by the New York Stock Exchange 
and which exclusively gathers Exchange 
quotations. In the meanwhile, the Western 
Union Telegraph Co. had a merry battle 
on its hands with the Commercial Telegram 
Co. At one time no less than six concerns 
were struggling for the privilege of send- 
ing out stock quotations. In 1889, by a 
curious coincidence, the market did not break 
badly at the time of the Johnstown flood 
disaster because both the Western Union 
and the Commercial Telegram Co. had been 
excluded from the Exchange and market 
news, and for several days no quotations 
were sent out. The Western Union finally 
was victorious, and today, in consideration 
of a handsome rental, it maintains an aux- 
iliary service, practically simultaneous with 
the Exchange’s own. The Exchange serves 
its own members. The Western Union all 
others who require a ticker service, but al- 
ways under the supervision of and by pet 
mission of the New York Stock Exchange. 
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Reparations Priority 
(Continued from page 607) 


Reichsbank. That is what is meant by “con- 
yertibility of the mark note-currency.” As 
long as the mark is convertible, every Ger- 
man who possesses marks has an absolute 
right to acquire equivalent dollars, so that 
priority , even if claimed, would be meaning- 
less in practice. 

Let us see what the Bank Law of Aug. 
30, 1924, says. This law was drawn up by 
the experts’ Organization Committee, that 
is by Sir Robert Kindersley and the Reichs- 
bank president, Dr. Schacht, and it is an in- 
tegral part of the Dawes Plan: 

“The Bank is obliged to redeem its notes . . 
immediately upon presentation . at the dis- 
cretion of the Bank in: 

1. German gold coins - at par. 2. Bars 
of fine gold 3. Cheques or telegraphic 
transfers in foreign currency at the current legal 
market value “rca into gold) of the cur- 
rency in question 


Bank Must Sell Dollars 


OW this, so far as it goes, entirely dis- 

poses of priority and of rationing. It 
is immaterial whether the Allies claim pri- 
ority or not, for the bank’s own law com- 
pels it to sell dollars (unless it prefers to 
sell gold) to every German debtor to Amer- 
ica who can tender to it the equivalent in 
bank-notes. The refusal of the Reichsbank 
to sell dollars or gold would mean precisely 
the same thing as the refusal of the Bank 
of England to redeem its notes. German 
debtors to America would at once buy the 
needed dollars in the open market, a scram- 
ble for dollars and for other foreign cur- 
rencies would take place, and the exchanges 
would rise against Germany. A new era of 
mark depreciation would begin. In view of 
the fact that one of the two terms of ref- 
erence to the Dawes Committee was “meas- 
ures to be taken to stabilize the currency,” 
the world—other than the American credi- 
tors, and the German debtors who had to buy 
dollars at premium—might have a some- 
what bitter laugh if depreciation was the 
only result. 

The above legal position under Reichs- 
bank law is, of course, entirely consistent 
with the Dawes Plan. The plan assumed 
that there might be a shortage of foreign 
exchange, and therefore as under the Bank 
Law exchange could not be refused to 
non-reparations debtors abroad, the Dawes 
Committee enacted that the Agent-General, 
working through the Transfer Committee, 
should ration himself, that is, should not 
make any transfers: to the Allies which 
would “threaten the stability of the Ger- 
man currency.” The legal and the practical 
positions are identical. A complete and un- 
qualified priority was established for non- 
reparations debtors abroad. 

So far the position should be entirely 
clear to American lenders to Germany. But 
unfortunately things are not as simple as 
that. 

The above quoted article of the bank law 
of August, 1924, compelling the Reichsbank 
to sell exchange or gold to everyone (even 
if he has no debts abroad) has never come 
into force. The reason for this has a special 
interest for Americans whether they have 
lent Germany money or not. The bank law 
contains another Article, No. 52, which an- 
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Now You Can Have 
Colorful Romance— 
Gripping Interest— 
In Bank Advertising 


ONEY and CIVILIZATION, 

Collins’ finest project, will com- 
mand the attention of the people in 
your community. It will give them all 
of the romance in the absorbingly in- 
teresting history of money and its asso- 
ciation with civilization from the time 


of savagery. 


Here is a complete program that will 
elevate your bank’s advertising to a po- 
sition of outstanding superiority over 
that of your competitors. 


The MONEY and CIVILIZATION Plan 


Attractive folders with full 


color illustrations—Full color 
illustrated posters — Beautiful 
frames — Newspaper 
copy — School features — Offi- 


display 


Most of the illustra- 
tions were used on the 
covers of the American 
Bankers’ Association 
Journal. 


cer cooperation—Director co- 
operation—Individual service. 


Write for details. 


THE COLLINS SERVICE 


Financial Advertising 


Main Office 


1518 Walnut Street 


Philadelphia 


Production Plant — 226-240 Columbia Avenue 


nuls temporarily the whole import of No. 
31. Article No. 52 declares that Article 31 
shall come into force only when “concurrent 
resolutions of the Reichsbank Management 
Board and General Council” have been 
passed. These concurrent resolutions have 
not yet been passed. 

The present legal position is, therefore, 
that the Reichsbank’s notes are inconverti- 
ble, and that no holder of notes has a legal 
claim to their conversion. If the holder 
cannot buy dollars at par in the open ex- 
change market he cannot demand them 
across the Reichsbank counter. This con- 
dition was meant to be temporary. The 
experts declared that Article 31 should come 
into force “as soon as possible,” but three 
and a half years have elapsed since the ar- 
rangement was made. 


— non-coming into force of Article 31 
is a matter of great legal, but of little 
practical, importance. The Reichsbank 
maintains a gold and exchange reserve to- 
taling at least 40 per cent (in practice more) 
of its note-circulation, and there is no doubt 
that the bank will continue doing what it has 
done since August, 1924, that is, selling ex- 
change freely at par. But the absence of a 
legal compulsion to redeem notes is a seri- 
ous defect in the bank law. It is the an- 
tecedent history of this defect which has a 
special interest for Americans. The defect 
is due to the overruling of the American 
experts who sat on the Dawes Committee. 

This fact does not appear in the Dawes 
Committee report. The report does not 
describe the course of the committee’s de- 
liberations. The story is told in Dr. 
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made _ this 


Schacht’s book “The stabilization of the 
mark,” and Dr. Schacht shows that he him- 
self was responsible for the defect. The 
American members of the committee, he 
says, insisted upon immediate and unquali- 
fied note convertibility ; but he, though not a 
member of the committee, successfully op- 
posed them. His motives, though not given, 
are clear. Dr. Schacht is a gold-currency 
advocate. He has always opposed the gold- 
exchange system which part of Europe 
adopted after the war. He seems to have 
doubted the committee’s plan for mark 
stabilization. He had already planned, and 
he later created, a Gold Discount Bank, 
which was to give commercial credits on an 
absolute gold (sterling) basis. For this a 
large foreign loan was necessary. Dr. 
Schacht seems to have reasoned that if the 
reformed Reichsbank were to be obliged to 


An 800-Car Garage 
for Customers 


in the 25-story addition to 
our present building, is 
indicative of the progres- 


sive policies which have 


institution 


outstanding in Detroit. 


FIRST 


NATIONAL BANK 


IN 
DETROIT 


FIRST NATIONAL COMPANY 
OF DETROIT, INC. 


redeem its notes from the beginning, a 
larger foreign loan than the 800,000,000 
marks Dawes Loan would be _ necessary. 


This would make it difficult for him to ob- 
tain foreign credit for his Gold Discount 
Bank. He, therefore, advised that the con- 
vertibility of the new reichsmark should be 
postponed until “concurrent resolutions” 
were passed—which seems extremely like 
postponing convertibility indefinitely. 

Now the legal effect of this is, to repeat, 
momentous. It means that if a German 
debtor to America cannot buy dollars at 
par in the open market he cannot demand 
them from the Reichsbank. It means also 
that the Reichsbank does not need to ra- 
tion exchange. By a strict interpretation of 
the law it can refuse to sell exchange with- 
out giving any reason for its refusal. Ac- 
cording to the Law of August, 1924, the 


Reichsbank is not even obliged to deliver 
exchange to the Agent-General for service 
of the Dawes Loan. The service of the 
loan is secured by (among other measures) 
an undertaking to buy exchange if  neces- 
sary without regard to the possible deprecia- 
tion of the German currency. 


The Practical Side 


OW though there is no question of 

reparations priority, the legal position 
with regard to the supply of dollars for ser- 
vice of Germany’s non-reparations debts to 
America will not be fully satisfactory until 
Article 31 of the Reichsbank Law has been 
put in force. But the present practical posi- 
tion is entirely satisfactory. The position is, 
firstly, that as long as the Reichsbank con- 
tinues to sell dollars or gold at par for its 
notes, the mark currency cannot depreciate 
in the open exchange market; and secondly, 
that the Reichsbank will certainly continue 
to sell at par. 

Its reserve is fully sufficient to meet any 
conceivable demand; and the expansion of 
its note issue beyond the capacity of its re- 
serve is not only legally forbidden by the 
bank law, but is also in practice prevented 
by the existence of the Commissioner of the 
Reichsbank, who is empowered to see that 
the law is observed. 

The Reichsbank therefore has no reason 
for rationing exchange. And it has no de- 
sire to do so. It knows that rationing would 
mean an admission of its insolvency, and 
that the immediate result would be a new 
currency crash. 

That is the first practical side of the 
question. But there is a second practical 
side. Rationing exchange would not 
strengthen the Reichsbank’s reserves but 
would speedily reduce or annihilate them. 
The Reichsbank is not a source of exchange. 
It cannot manufacture dollars or gold. It 
is itself only a market for dollars and gold. 
It obtains and maintains its reserve by buy- 
ing exchange from exporters and borrowers 
who are in law not obliged to sell to it. 
These exchange-holders sell voluntarily and 
unquestioningly only because they know 
that when they themselves wish to buy ex- 
change the bank will voluntarily and un- 
questioningly sell it to them. Should the 
Reichsbank even hint at an intention to re- 
fuse dollars to debtors to America the hint 
would keep dollars away. The dollar hold- 
ers would hoard their holdings, or make use 
of them abroad. They would ask “Why 
should we deliver a good American dollar 
to a bank which hands us back ‘a scrap ot 
paper’ in the shape of a bank-note against 
which it refuses to sell us our dollar back?” 
This action of the exchange-holders would 
be fully legal; and it could not be changed 
without amending the Dawes Plan, because 
all laws necessary for execution of the plan 
were passed long ago. 


Assurance for American 
Creditors 


T follows that every American creditor to 

Germany is fully assured by law and 
policy that he will get full service of his 
debt, if only the German debtor is solvent. 
About the solvency of their debtors Ameri- 
can capitalists must of course satisfy them- 
selves. Though it is outside my subject, 
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I may say that the debtors seem to be fully 
solvent. The myth, however, will be diffi- 
cult to dispose of—myths have fearful re- 
sisting powers, and the public is credulous. 
I shall give only one example: 


In November was spread the incredible 


story that German “authorities” were as- 
suring Wall Street that whatever happened 
Americans who lent money to Germany “for 
productive purposes” would always be safe. 
This meant that one class of American 
lenders would have priority over other 
classes. It meant, among other things, that 
a farmer-capitalist in Ohio must tremble for 
his investment in a Bremen municipal loan 
unless Bremen spent his money “produc- 
tively” in generating gas and not “unpro- 
ductively” in building a stadium. It meant 
further that an American in Illinois who 
lent money to the productive German Steel 
Trust would get his interest and amortiza- 
tion payments, whereas an American in 
Georgia who did not “lend for productive 
purposes” but who simply sold cotton to 
Germany on credit would not get his money. 
I could give many other examples. Every 
one of them creates a more ridiculous 
reductio ad absurdum of the mare’s nest of 
priority. 

One thing more may be said. The Jast 
Report (for December, 1927) of Parker 
Gilbert claims a sort of Transfers Priority 
for the Prussian Loan of 1927. The loan 
was held up in Wall Street over this ques- 
tion. Mr. Gilbert’s claim is based upon the 
Peace Treaty provision which establishes a 
prior Ally claim upon German federal and 
state assets. It is a mistake to think that 
this claim, even if correct, creates any kind 
of priority in the sense above discussed. 
The claim has nothing to do with rationing. 
On the basis of the Peace Treaty the Agent- 
General might conceivably declare that the 
part of the Prussian state’s reichsmark reve- 
nue needed for service of the loan could be 
attached by him for reparations purposes, and 
that he would convert it into foreign ex- 
change, and transfer it. In this case repara- 
tions would acquire a sort of priority. But 
the Reparations Agent cannot conceivably 
make any such claim, for the good reason 
that the reichsmark payments due under the 
Dawes Plan have been, and probably will 
be, fully made. The Agent-General could 
not, and did not intend to, claim that the 
Prussian state could not convert its unat- 
tached reichsmarks into dollars for service 
of its American loan. Such a claim would 
have been a declaration that part of the 
reichsmark currency was inconvertible; and 
the Agent-General, as head of the Transfer 
Committee, has the very best reason for 
keeping the currency convertible. The real 
intent of the Agent’s intervention was to 
establish an academic claim which would be- 
come an effective claim only if Germany 
defaulted on the Dawes Plan internal pay- 
ments. 

There is not the least possibility of any 
threat to American creditors from the prin- 
ciples of priority. Threats would arise from 
the inability of individual German debtors to 
meet their liabilities, and a general threat 
would result if Germany failed to attain a 
balance in her foreign-payments account. 
But these two questions are entirely inde- 
Pendent of priority. And all I shall say is 
that the threats are not likely to arise within 
visible time, if at all. The Dawes Plan 
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General Motors Building, Detroit, 
Mich., in which is located the 
National Bank of Commerce 


4 partial view of the National Bank of Commerce 
which is protected against daylight holdups 


6202 De by 20 concealed Federal Tear Gas Guns 


FAS 


This is one of the hundreds cf lending 
banks throughout the country that has in- 
stalled Federal Tear Gas because of the 
effective protection it affords with absolute 
safety. Unlike firearms and many other 
forms of protection, its use does not invite 
gun ‘fire or endanger lives, neither is there 


any danger from accidental discharge. 


The installation of such modern and scien- 
tific protection reflects progressiveness and 


builds confidence in a bank. 


FEDERAL LABORATORIES, INC. This interesting booklet fully 


1631 Liberty Avenue - - 


Branches in all Principal Cities 


provides for the contingent suspension of all 
reparations payments, internal and external, 
if such suspension is made necessary by the 
unsatisfactory condition of the German pay- 
ment-balance; and not until the Dawes Plan 
breaks down is there any practical sense in 
discussing general German bankruptcy. 


Income Tax Ruling 


Reversed 


HE Federal Court for the Southern Dis- 
trict of New York has upheld the con- 
tention of trust companies that in estimat- 
ing the Federal estate tax the taxable gain 
should be computed by taking the value of 
the property at the time of the death of 


Pittsburgh, Pa. will be 


describing Federal Tear Gas 
mailed you upon re- 
quest, without cost or obligation 


the owner and not the cost at the time of 
acquisition of the component parts. 

The Treasury Department has been fig- 
uring the tax on the cost of the property, 
which method, the court holds, is unfair 
because it imposes a double tax upon the 
accretion in value during the owner’s life, 
an estate tax upon the value of property 
at the owner’s death and an income tax upon 
the accretion in value prior to the owner’s 
death. 

The suit in which the decision was made 
was instituted by the Bankers Trust Com- 
pany, as executor of the estate of a New 
York woman who died in 1924, and in be- 
half of the American Bankers Association 
for the purpose of establishing the correct 
method of discovering the value of securi- 
ties held by estate for taxing purposes. 
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Guaranty Trust Company 
of New York 


140 Broadway 
LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


Condensed Statement, December 31, 1927 


RESOURCES 

Cash on Hand, in Federal Reserve Bank 
and Due from Banks and Bankers $209,991,163.17 
U. S. Government Bonds and Certificates... 43,151,317.30 
Public Securities 7,497,393.61 
22,958,096.42 
481,785,400.41 
Real Estate Bonds and Mortgages 4,231,863.33 
Items in Transit with Foreign Branches... . 6,178,371.87 
Credits Granted on Acceptances 58,685,156.34 
7,387,509.75 
Accrued Interest and Accounts Receivable. . 8,434,087.68 


$850,300,359.88 
LIABILITIES 


$67 ,036,720.97 


Accrued Interest, Reserve for Taxes, etc... . 4,549,311.14 
Acceptances 58,685,156.34 
Deposits $676,356,302.39 
Outstanding Checks 43,672,869.04 

720,029,171.43 


$850,300,359.88 


The Condition of Business 
(Continued from page 624) 


to about $1,544,000,000, all of which must Interest Bearing Debt of the U. S. 
be refunded or retired by Sept. 15, 1928. 


Principa) Reductions 
1919... $25,970,000,000 
Public Debt Reduction 1920...  24,061,095,361 $1,908,904,639 


1921... 23,737,352,080 323,743,381. 


J 1922...  22,711,035,587 —1,026,316,493 

EDUCTION of the public debts con- 1923...  22,007,590,754 703,444,833 

tinues at a very satisfactory rate, June 4... 

the first half of the current fiscal year ” 1926...  19,643,216,315 567,689,685 

bringing a further decrease in outstanding  18,511,906,932 —1,131,309,383 

debt of $332,000,000. The high point reached - 31, +++ 18,036,352,452 332,139,160 

was $25,970,000 in 1919, so that to date the $7,790,232,228 
debt has been cut by $7,790,000,000 or 30 

per cent. A splendid record is shown by And two underlying causes are signifi- 


the following summary: cant—the steadfast policy of Congress and 


the administration toward reducing costs of 
government, and the refusal of this country 
to yield to temptations of inflation, unse- 
cured paper currency, “managed gold stand- 
ards” and similar experiments. 

Bankers regard the return of Poland and 
Italy to the gold standard as another 
milestone marking the progress of the na- 
tions of the world back to normal monetary 
eonditions. Stabilization plans are being 
made for France and Spain. England, which 
led the way, is experiencing a difficult task, 
but has no doubt as to its ultimate success. 
Every nation needs a sound currency as 
foundation for its entire economic life. 

The increasing number of governments 
which are again marching under the ban- 
ner of the gold standard is the best answer 
to the ingenuous arguments of the monetary 
theorists, who in the post-war years, when 
prices reached fantastic levels, would have 
the world discard the gold standard and 
henceforth conduct business on the basis of 
“index numbers.” 


Rising Costs of Local 
Government 


OINCIDENT with the steady reduction 

in national government expenses and 
debt, the tendency of local governments, 
including states, counties, municipalities, etc., 
to increase their expenditures has caused 
real concern on the part of business men 
generally. As a matter of fact, the splendid 
record made in national finances has to a 
great extent obscured the rising tide of local 
expenditures. 

Because of the effect of taxation on busi- 
ness conditions, the 1927 report of the Na- 
tional Industrial Conference Board, show- 
ing that the total dollar cost of government 
in this country rose in 1925 to $11,124,000,- 
000, was received with great interest. This 
figure compares with $10,983,000,000 in 1924 
and with $2,919,000,000 in 1913. The in- 
crease in 1925 was entirely the result of 
rising expenditures by state and local gov- 
ernments which spent more money than ever 
before in their history. 

On their face, figures of government ex- 
penses would naturally be expected to in- 
crease year by year as population and wealth 
grow, but studied on a per capita basis, the 
national budget is actually decreasing, while 
that of most local governments is mounting 
steadily. 

Taking the official reports of the United 
States Treasury on the annual expenditures 
in the present decade, the per capita cost is 
as follows: 


U. S. Government Expenditures 


Expenditures Per Capita 

$6,141,745,240 $57.72 
5,115,927,689 47.33 
3,372,607,900 30.73 
3,294,627,529 29.77 
3,506,677,715 31.20 
3,529,643,446 30.50 
3,584,987,313 30.60 
3,493,584,519 29.40 
3,621,314,285 30.20 
3,556,957,031 29.00 


*Budget. 


The total for the fiscal year ended June 
30, 1920, at $57.72, was unusually high be- 
cause of the aftermath of war costs (al- 
though in 1919 it reached $144.77), but since 
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that time has been held steady around $30. 

In contrast, most state and municipal 
budgets have grown rapidly in the same 
period. Without any desire to criticize or 
to comment on whether or not, such increases 
are justified, the budget of the largest Amer- 
ican city will illustrate this tendency, and 
is given below for the decade. The 1928 
budget, just presented, has caused consid- 
erable discussion among business people, and 
the proposed estimate of $525,000,000 was 
a record compared with $474,893,300 for the 
current year. Pending its adoption, the 
budget was reduced to $512,528,831. 


The figures in total and on a similar per 
capita basis are as follows: 


New York City Budget 


Budget Per Capita 


$273,689,485 $48.20 
345,571,400 59.50 
350,237,436 59.30 
353,350,976 58.70 
375,468,000 61.30 
396,628,885 63.50 
437,000,000 73.70 
474,893,300 79.10 
512,528,831 85.20 


Undoubtedly the national government has 
been more successful in the introduction of 
new economies than the state and local gov- 
ernments. Some authorities have been hasty 
in jumping to the conclusion, however, that 
the greatly increased expenditure of our state 
and local governments represents outright 
extravagance. That certain jurisdictions 
have been extravagant nobody doubts. Yet 
it must be borne in mind that as a country 
becomes more prosperous its people ask for 
more and more improvements. Better roads, 
bridges, tunnels, subways, etc., naturally have 
been demanded with the growth of the auto- 
mobile industry. Likewise, a prosperous 
people insist upon better public buildings and 
parks. These demands probably count for 
more with the typical state or local authori- 
ties than the fact that money is at present 
available at extremely low rates. 


Nevertheless, this cumulative burden of 
principal and interest charges will eventual- 
ly have to be repaid out of the pockets of 
the taxpayers. Landlords in the cities, farm- 
ers throughout the country, and the public 
generally are feeling the pressure. It is 
a subject that deserves careful thought and 
one which is becoming an increasingly im- 
portant factor in our national prosperity. 


New Financing Resumes 
Heavy Rate 


AFTER beginning the year rather quietly 
the volume of new financing became 
heavier after the middle of January and the 
month’s total makes a favorable comparison 
with January a year ago and with the rec- 
ord-breaking 1927 average. 

Largest offering of the month was $45,- 
912,000 Republic of Chile refunding sinking 
fund external 6’s maturing in 1961 and 
priced at 93% to yield 6.48 per cent. Other 
large underwritings were $36,000,000 Conti- 
nental Gas & Electric Corporation deben- 
tures and $25,000,000 American Rolling Mill 
Co. debentures to yield 5.30 and 5.04 re- 
spectively. 

_ Following is a complete list of all offer- 
ings of $5,000,000 and upwards: 


Statement of Condition 


at the Close of Business, December 31, 1927 


RESOURCES 


Customers’ Liability on Acceptances . . 
Customers’ Liability under Letters of Credit 
Earned Interest Not Collected . . .... 
Building, Leasehold & Safe Deposit Vaults 
Bonds and Stocks, including Federal Reserve 
U.S. Gov’t. Securities. . . . 
Cash on Hand and Due from Banks. . 


LIABILITIES 
Capital Stock .. taney, 


Undivided Earnings. . . . . + « 
Reserves for Accruing Interest, Taxes, Expense, 
Reserves for Depreciation & Other Contingencies 
Liability on Customers’ Acceptances 
Liability under Letters of Credit . 
Liability to Federal Reserve Bank . 
Deposits: 
Commercial . » «+ $59,847,613.93 
Due to Banks 16,783,899.38 
Savings .. 10,363,216.51 
Special .. 


FREDERICK H. RAWSON 
Chairman of the Board President 
CRAIG B. HAZLEwooD 


Vice-President 


UNION TRUST 


COMPANY 


CHICAGO 


Major Financing in January 

Issue Amount Rate 
Republic of Chile ref. s. f. ext $45,912,000 
Continental Gas & Elec. Corp. deb. A 36,000,000 
National Dairy Products Corp. deb 35,000,000 
Southern Pacific C 29,400,000 
American Rolling Mill Co. s. f. deb 25,000,000 
Italian Superpower Corp. deb 
Westphalia United Elec. Pr. Corp., Ist s. f. A 
Greek Government sec. s. f 17,000,000 
City of Philadelphia, Pa 15,000,000 
Cc. C. C. & St. L. RR. Co. ref. & imp. E 15,000,000 
Lexington Water Power Co. Ist 12,000,000 
Port of New York Authority, Interstate Bridge Co.. 12,000,000 
Cities Service Gas Pipeline Co. 12,000,000 
Terni-Soc. per l’Industria e 1’Elet. Ist s. f. A 12,000,000 
National Electric Power Co. deb + 10,000,000 
City of Oklahoma City, Okla., improvement. . 8,629,000 
Seaboard Air Line Ry. Co. sec. A - 7,500,000 
Sharon Steel Hoop Co. Ist s. f. A - 7,000,000 
Donnacona Paper Co., Ltd., Canada, Ist s. f. A.... 7,000,000 
Temiskaming & No. Ontario Ry. Com. deb ° 6,000,000 
City of Rochester, N. Y : 
10 E. 40th St. Bldg. (New York) Ist 
Alabama Great Southern RR. Co. Ist con. B. 
Lexington Water Power Co. conv. s. f. deb 
Procter & Gamble Co. deb 
Rochester Telephone Corp. Ist & ref. C 
State of Vermont, rehabilitation 
Realty Associates Securities Corp. gtd 
Pacific Investing Corp. deb. A 
Dominican Republic s. f. 2nd series 
Amer. British & Continental Carp. deb 
General Public Service Corp. deb 


NN 


PAR 


$67,951,732.11 


1,702,501.66 


1,957,634.96 


7,409,406.00 
4,649,428.72 
21,755,357.11 


$106,358,554.75 
$3,000,000.00 


4,000,000.00 
1,118,783.48 


426,503.19 
690,446.04 
244,982.52 
1,714,123.97 


7,526,218.06  94,520,947.88 
$106,358,554.75 


HARRY A. WHEELER 
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The Bond Holdings 


of 
Your Bank 


Does your institution maintain a complete analytical and 
Statistical force comparable to the departments organ- 


ized by the great city banks? 


Speaking before the Bond Men’s Club of Milwaukee, 
Hon. Calvin F. Schwenker, Commissioner of Banking 


for Wisconsin, declared: 


“If the bankers who have two or three hundred 
thousand dollars of bonds are really awake to their 
responsibilities with those bonds, they are going to 


have to take some service. 


We know that many 


bankers do not know about their bonds, and there 
isn’t any excuse for not knowing about them when 
there are so many available services on the market.” 


THE INVESTORS COUNCIL OF AMERICA brings 
to all banks every advantage which the nation’s greatest 
banking institutions have obtained through their spe- 
cially constructed analytical and statistical departments. 


You will certainly profit by an investigation into the 


possibilities of this service. 


Explanatory Pamphlet—AJ upon request 


Investors CouNcIL OF AMERICA 


Incorporated 


44 Wall Street, New York 


Bankers Building . 
Statler Building . 


Guaranty Trust Bldg. . ‘ 


Chicago 
Philadelphia 


Clearinghouses Save for Banks 
(Continued from page 626) 


tically all banking services gratis. Now the 
individual banker acting alone usually finds 
himself powerless to correct this untenable 
situation, but acting in cooperation with his 
fellow bankers, it has been demonstrated that 
the public can be educated easily to pay the 
banker a fair fee for services rendered as 
readily as they now pay the butcher or the 
baker. 


Amazed Over Their Losses 


AKE for example the service charge 
on small and _ unprofitable accounts, 


which, although a comparatively new idea 
in banking practice, has been successfully 


adopted by banks in over 1000 towns, cities 
and counties during the past four years, 
and probably will become universal. The 
initial impetus was given to this movement 
about four years ago by the preparation 
and publication by the Clearinghouse Sec- 
tion of the American Bankers Association 
of a very simple plan for analyzing check- 
ing account costs, whereby any bank easily 
and definitely could determine the expense 
of handling its checking accounts. This 
analysis booklet proved to be very popular. 
Thousands of bankers who used it to ana- 
lyze their checking accounts wrote us, ex- 
pressing amazement at discovering that from 


35 per cent to 60 per cent of their checking 
accounts were being carried at a loss. Their 
discoveries resulted in their taking definite 
steps to stop these leaks and losses through 
the installation of a service charge that 
would at least make each account pay its 
way. 

In country districts and small towns, the 
usual charge is 50 cents monthly on balances 
less than $50. In the larger towns and 
smaller cities, $1.00 monthly on_ balances 
less than $100. In the larger cities, a larger 
fee is charged and larger balances required, 
Reports from country districts towns and 
cities all indicate that the service charge 


_can be put into operation successfully with 


little or no friction, provided a preliminary 
educational campaign is conducted to edu- 
cate depositors as to the fairness of the 
service charge. 

Some accounts will be lost in instituting 
the charge, but the general experience is that 
comparatively few accounts will be closed. 
Some, of course, will be lost and luckily so 
—some will raise the balance above the re- 
quired minimum—others will transfer their 
account to the savings department, while 
some, recognizing the value and conve- 
nience of a checking account, will willingly 
pay the small fee charged. 

Then there is the problem of checkmat- 
ing duplicate borrowers through the agency 
of a credit bureau operated as a feature of 
the clearinghouse association work. 


Checks Duplicate Borrowing 


HE object of a credit bureau, of course. 

is to enable banks to keep a definite 
check on duplicate borrowers. In_ these 
days of good roads and of rapid transporta- 
tion facilities, the multiple borrower with 
ever-extended credit has become a pest and 
a menace to the entire banking fraternity. 
The credit bureau feature of clearing houses 
has proved itself the cheapest and most ei- 
fective safeguard yet devised against the 
duplicate borrower, and the helpfulness of 
a credit bureau is attested by the fact that 
the number of credit bureaus in operation 
has increased over 100 per cent during the 
past year. 

The insta!lation and operation of a credit 
bureau as a clearinghouse activity is very 
simple and very inexpensive. The work 
will require only a small portion of the sec- 
retary’s time after it has been set in opera- 
tion. The first step is the desire of inter- 
ested banks to have one. The second step 
is the adoption of articles of agreement as 
by-laws. The third step is to take the in- 
ventory of borrowers of the member banks. 
This is done by having each member bank 
on a specified date file with the secretary 
the names of all direct and indirect bor- 
rowers. These names are entered on uni- 
form sized file cards supplied by the clearing- 
house, the names of direct borrowers being 
listed on white cards, indirect borrowers on 
blue cards. These cards contain only the 
name of the borrower, his address, occu- 
pation and the key-letter of the reporting 
bank and the date. The amount of the loan 
is not given. These cards are then filed 
alphabetically by the secretary and consti- 
tute a complete list of all borrowers and 
indorsers in the member banks. The first 
inventory is now complete. 

The man who borrows only from one 
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bank, of course, will have but one card in 
that index. For each name that borrows 
from two or more banks there will appear 
two or more cards; these are termed dupli- 
cate borrowers. A _ special file record is 
made of duplicate borrowers. The dupli- 
cate borrowers, of course, are the ones in 
which the loaning banks are interested. The 
secretary now obtains from the banks loan- 
ing each duplicate borrower the amounts of 
such loans. After tabulating the total sum 
loaned any given borrower, he reports this 
total sum and the number of banks from 
which he borrowed to each bank from which 
the duplicate borrower obtained a loan. The 
secretary does not report the names of 
the loaning banks nor the individual amounts 
loaned by each bank. The total sum loaned 
the duplicate borrower, together with the 
number of banks from which he obtained 
loans, is all the information the secretary 
gives, even to the interested banks, unless 
further information is supplied upon special 
request of loaning member, and with the 
consent of all interested banks. 


Surprising Conditions 
Revealed 


S might be expected, some surprising 
A conditions are revealed by reports from 
credits bureaus. A county credit bureau 
recently established in a mid-western county, 
found to the amazement of the bankers that 

844 customers were borrowing from 2 banks 

263 customers were borrowing from 3 banks 

51 customers were borrowing from 4 banks 

15 customers were borrowing from 5 banks 

5 customers were borrowing from 6 banks 

1 customer was borrowing from 7 banks 

1 customer was borrowing from 9 banks 

It was in this same county, before the es- 
tablishment of a credit bureau, that a dirt 
farmer succeeded in becoming indebted to 
six banks and a grain elevator to the ex- 
tent of $28,000. He had less than $5,000 
worth of unencumbered property. Hence 
the bankers in that county concluded that 
when a farm renter could defraud six banks 
of $20,000, it was time for concerted action. 
They instituted a credit bureau. 

Questions will be raised in considering 
the proposition of instituting a credit bureau. 
First, the cost; second, the ethics of giving 
information concerning borrowers; third, 
will other banks play fair? 

The expense of most bureaus is surpris- 
ingly small, averaging from three cents to 
ten cents for each $1,000 of loans. 

As to the ethics of divulging confidential 
information regarding borrowers, bankers 
are certainly justly entitled to know the 
entire obligations of their borrowers, and 
a truthful financial statement would reveal 
this information, so it is difficult to see 
where any confidence is violated. 

As to bankers playing fair—one clause 
in the adopted by-laws should pledge all 
member banks to cooperate in cases of dup- 
licate borrowings and not to endeavor to 
secure a pledge to themselves of additional 
assets not already pledged without consult- 
ing the other interested banks. We have 
never had a complaint from any credit bu- 
reau of a member taking advantage of in- 
formation obtained from the bureau—any 
banker attempting to do so would make him- 
self and his bank an outcast. 

In the matter of banking ethics it is well 
worth while for us all to keep in mind the 
fact that banking has ever served as chart 
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~you will find most helpful 
bank building information 


| | 

! 
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and compass in the discovery of sound 
economic principles and the evolution of 
modern business practices. 

Throughout the wonderful story of Amer- 
ican progress and development, the con- 
structive influence of banking is inseparably 
interwoven with all that is good in life— 
the development of resources, the encourage- 
ment of thrift, the accumulation of a com- 
petence, the protection of the family and 
the realization of aims and ideals. These 
are the transcendent values of banking. 

Each year, banking becomes more of a 
science and attains higher professional 
standing. This is well, for in civic and 
financial affairs, the bankers’ responsibility 
is boundless. On the integrity of his char- 
acter, the soundness of his judgment, the 
clearness of his vision and the helpfulness of 
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his spirit, rests in a large measure the story 
of what tomorrow will bring in personal 
happiness, community safety and national 
greatness. 

The banker has every reason to take pride 
in his profession, to find joy in his work, 
and to labor incessantly for the attainment 
of higher professional ideals through com- 
mon counsel and mutual effort. 


“In 1911 the death rate of the American 
and Canadian wage-earners was 12.5 per 
1,000,” says the Metropolitan Life Insur- 
ance Company. “The reduction sixteen 
years later to 8.4 amounts to a 33 per cent 
drop. And no less than 72,570 fewer Ameri- 
can and Canadian wage-earners and their 
dependents died last year than would have 
died if the death rate of 1911 had prevailed.” 
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NEW YORK TITLE AND MORTGAGE COMPANY 


STATEMENT OF DECEMBER 31, 1927, SHOWS 


Capital Funds 
$43,859,851.48 


as follows: 


Capital 
Surplus 


Undivided Profits . 


$15,000,000.00 
20,000,000.00 
8,859,851.48 
$43,859,851.48 


This is the largest guarantee fund of its kind in 
America. A surplus to Policy-holders and protec- 
tion for its Guaranteed First Mortgage Securities. 


NEw YORK 
TITLE AND MORTGAGE 


COMPANY 
Main Office: 135 Broadway, New York City 


TEN OTHER CONVENIENTLY LOCATED OFFICES 


AS TH 


“Priority” Discussion 
(Continued from page 608) 


than twice the amount of long term domestic 
loans placed in the same period by German 
industry and trade. “These loans,” he said, 
“taken together with the Reich internal 
loan of 1927, were mainly responsible for 
overloading the domestic market and bring- 
ing about the state of exhaustion which still 
obtains.” 

Further along 
said : 

“Unsound public finance is increasingly 
prevalent in Germany, and the money which 
is so badly needed for the development of 
German agriculture and industry is being 
absorbed, through taxes and public loans, 
in a scale of public expenditure which seems 
to be incurred without regard for the loss 
of liquid capital which Germany has suf- 


in his memorandum, he 


fered and the urgent need of recreating this 
capital through economy and careful spend- 
ing.” 


Municipal Financing 


HIS was a severe arraignment of mu- 

nicipal financing. It brought an imme- 
diate protest from the burgomasters of the 
country. Individually and collectively they 
denied that they had been extravagant. Dr. 
Schacht said they had been and pointed to 
the money “lavished on stadiums, baths, 
parks, planetariums and museums,” while 
real needs were neglected. Whatever the 
merits of the discussion the atmosphere was 
not one in which further German municipal 
loans could be floated in the American 


| market. Along with the argument came the 
intimation that while private corporations 


| could probably create enough exchange to 


meet their dollar obligations it might be 


| difficult for the states and communes to do 


so and for political reasons payments on 


| reparations would take precedence over pay- 


ments of interest or principal on foreign 


| loans, for instance, those to the states of 


Prussia, Hamburg, Bavaria and Bremen or 
to the cities of Berlin, Cologne, Heidelberg, 
Munich, Dresden, Frankfort and others, 
Heavy liquidation of all of these issues fol- 
lowed. 

It is only fair to give the views of the 
Germans themselves on the subject of the 
“unproductiveness” of municipal loans. The 
League of German Municipalities comprises 
300 cities with a total population of 30,000,- 
000, about half of all of the people in Ger- 
many. The head of this League, Dr. Oscar 
Mulert, explained the situation, as follows: 

“German cities and towns have grown up 
in a different way from American and other 
cities. Their organic development through- 
out the centuries has always been along the 
line of self administration. German com- 
munes have exercised the right of conduct- 
ing their own public utilities for the last 120 
years. The task of supplying light, electric 
power, gas and water to the community has 
been shouldered by the municipalities. They 
have made it their business to foster pro- 
ductiveness.” 

No one can question the high quality of 
German public utilities to which a consid- 
erable portion of the municipal loans has 
been devoted. Social conditions in Germany 
since the war have also demanded more op- 
portunity for German working men to bene- 
fit from the free use of the parks, museums, 
stadiums, etc., developed for his benefit. In 
some industrial centers direct gains are said 
to have resulted from them, in maintaining 
a satisfied people. It is doubtful, however, 
whether additional borrowing for these pur- 
poses will be permitted for some time to 
come as the new Loan Advisory Board in 
Germany is carefully dissecting each new 
loan proposal and refusing to permit those 
that come within the twilight zone of pro- 
ductivity. It is significant, also, that France 
has semi-officially declared that she will not 
enter any objection to loans to Germany 
from the United States so long as they 
help Germany along the road to her eco- 
nomic recovery. 


Prices Begin to Recover 


OLLOWING the overthrow of a large 

volume of German dollar securities in 
October and November and the _ recom- 
mendations by a number of institutions that 
they be taken out of trust funds, the market 
lay flat for a month. Evidently it had been 
thoroughly liquidated for when, the week 
before Christmas, Agent. General Gilbert's 
annual report was published, in which he 
broadly intimated that reparations payments 
take precedence over all German loans ex- 
cept the so-called “Dawes Loan,” there was 
scarcely a tremor in German _ securities. 
Slowly prices began to recover and by Jan. 
20 had regained three of the four points 
average lost late in 1927. The market 
position has been strengthened by the falling 
rates of return on American investments 
which has turned funds into more remunera- 
tive channels. 
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A survey of the amount and the character 

of German dollar loans outstanding today in 
the American market will be of interest. 
There are eighty-two different issues quoted 
daily on the New York exchanges. They are 
divided into groups as follows: 

1 Government. 

15 State and Provincial. 

13 Municipal. 

14 Banks and Mortgage companies. 

16 Public Utilities. 

18 Industrial; 

2 Shipping. 

3 Churches. 

The figure most commonly used to ex- 
press the amount of dollar loans of German 
origin is $1,000,000,000. An analysis of the 
above list discloses approximately $900,000,- 
000 outstanding. Nearly $40,000,000 have 
so far been retired by the operation of sink- 
ing funds. The original amount of the Gov- 
ernment External 7 per cent loan, for in- 
stance, was $110,000,000. Now it is down 
to about $96,000,000. The present amounts 
of the remaining divisions are: 

State and Provincial $165,000,000 
Municipal 90,000,000 
Banks and Mortgage companies.... 175,000,000 
Public Utilities 125,000,000 
Industrial 195,000,000 
Shipping 26,000,000 
Churches 10,500,000 

Two industrial companies identified with 
the German iron and steel trade have to- 
gether borrowed $100,000,000 in this market 
_which accounts for the fact that the max- 
imum figure of loans is to be found in this 
group. Most of the public utility issues are 
comparatively small. Prussian borrowing 
represents over 30 per cent of the loans to 
states and of the bank bond issues those of 
the German Central Bank for Agriculture 
amount to $105,000,000 and of the Deutsche 
Bank, $25,000,000. Berlin, Cologne, and 
Munich have issued loans of $15,000,000, 
$10,000,000 and $8,700,000 respectively and a 
group of 2500 cities, towns, municipal dis- 
tricts and two German provinces have pooled 
their credit under a $23,000,000 loan which 
is the obligation of the German Savings 
Banks and Clearing Associations. 


Bank Holdings of Bonds 


_ investigations recently made it is 
clear that the largest buyers of German 
bonds and the chief holders of them today 
are the banking institutions of the United 
States. Frequently from 35 to 50 per cent 
of new German issues have been subscribed 
by the banks. They are the chief customers 
of the investment houses that retail the ob- 
ligations of German states and municipali- 
ties. There has always been a great deal 
of shifting from one group of German 
bonds to another group as prices go up and 
yields come down and persuasive bond sales- 
men “trade out” their clients. So the actual 
holdings today may not be so great propor- 
tionately as the initial subscriptions would 
suggest. 

If the total is 35 per cent, however, it 
means that American banks are holding ap- 
proximately $350,000,000 of German securi- 
ties. On most of them they have a good 
Profit. One of the public utilities is now 
refunding its 6% per cent bonds at par 
which originally were offered to the public 
in this country at 8734. In some of the in- 
dustrials, especially those of the large Ger- 
man steel works, the American subscriber 
has not done so well. On the whole his 
judgment of price has been supported by 
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National Bank of Commerce 
in New York 


Established 1839 


Statement of Condition, December 31, 1927 


RESOURCES 


Loans and Discounts. 
United States Securities 
Other Bonds and Securities 


Stock of Federal Reserve Bank 


Banking House 


Cash in Vault and in Federal Reserve Bank.. 


Due from Banks and Bankers 
Interest Accrued 


Customers’ Liability under Acceptances....... 


$415,020,956.74 
60,402,307.87 
19,047 ,487.48 
1,950,000.00 
4,000,000.00 
50,069,646.17 
148 ,886,839.73 
1,823,631.87 
52,135,376.34 


$753,336,246.20 


LIABILITIES 


Capital. 
Surplus 
Undivided Profits 


$25,000,000.00 
40,000,000.00 
4,438,544.22 


Reg. Div. Payable Jan.3,1928 $1,000,000.00 


Deposits 
Bills Payable 


500,000.00 


1,500,000.00 
537,262,387.15 
40,000,000.00 


Reserved for Interest, Taxes and other Pur- 


Unearned Discount 


6,429,550.94 
839,836.23 


Liability as Acceptor, Endorser or Maker on 


Acceptances and Foreign Bills........... 


97,865,927.66 


$753,336,246.20 


Chairman of the Board 
JAMES S. ALEXANDER 


President 
STEVENSON E. WARD 


Directors 


JAMES S. ALEXANDER 
JOHN W. DAVIS 
HENRY W. de FOREST 
JOHN T. DORRANCE 


market movements that followed his initial 
purchase. 

The question now before the banks and 
their investment committees is whether, pos- 
sessing a fairly large slice of the total Ger- 
man loans floated in this country, with one 
group of experts in disagreement with 
another equally intelligent group on the sub- 
ject of prior payments for reparations or 


CHARLES E. DUNLAP 
ANGUS D. McDONALD 
GEORGE E. ROOSEVELT 
EDWARD D. DUFFIELD CHARLES B. SEGER 


VALENTINE P. SNYDER 
HARRY B. THAYER 
JAMES TIMPSON 
STEVENSON E. WARD 
THOMAS WILLIAMS 


foreign loans and with abundant evidence 
that Germany has been and still is extrava- 
gant in her national and local governments, 
they should add to what they already hold 
of German securities in order to obtain a 
high return in a period of low income on 
domestic bonds or await the develop- 
ments of this most important year in the 
working out of the Dawes plan. 
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CANAL BANK & TRUST Co. 
NEW ORLEANS, LA. 


| Mosler has meant 
Safes and Safety 
for more than 


75 Years 


Emil Weil, Inc. 
Architects 
New Orleans 


One of the MOSLER DONSTEEL Vault Doors 


Canal Bank & Trust Co. 


In New Orleans as in New York, Boston, Chicago, Pitts- 
burgh, Tokyo, City of Mexico, Havana, and hundreds of 
cities, MOSLER DONSTEEL vault doors have been in- 
stalled as the final solution to the important problem of 


vault protection. 


No metals Known to protective science are comparable 
to DONSTEEL in its ability to resist all forms of modern 


burglarious attack. 


Donsteel is Sold Exclusively by 


The Mosler Safe Co. 
The Largest and most Complete Safe Works in the World 


375 BROADWAY, EW YORK CITY 


CHARLOTTE CHICAGO 


PITTSBURGH 


ATLANTA 
NEW ORLEANS 


BOSTON 


TOKYO, JAPAN 


FACTORIES - HAMILTON, OHIO 


PORTLAND cisco 


KANSAS CITY LOS ANGELES 
sT Lous 


NGHA! CHINA 


LONOON ENGLAND 


Helping the Farmer 


(Continued from page 611) 


economic forces that are regional, national 
and even world-wide in their influence and 
which affect cost of production and price 
of his products. 

Cooperation—joint effort of farmers to 
solve their business problems—has grown 
rapidly in recent years. The number of 
cooperatives doubled from 1915 to 1925, 
their membership increased four-fold, and 
the total volume of business grew from 
$636,000,000 to $2,400,000,000. The growth 
of cooperatives gives scope for rural leader- 
ship and provides incentive for its develop- 
ment. 

Fortunately, cooperation in agriculture is 
being regarded less as a panacea and more 


as a form of business organization based 
on facts. This progress has come from two 
main sources—research and first-hand ex- 
perience of such organizations as the Cali- 
fornia Fruit Growers, the Canadian Wheat 
Growers, the Land O’Lakes Creameries in 
Minnesota, and other examples of success- 
ful cooperation. Research in the organiza- 
tion, membership, and business problems of 
the cooperatives is in progress in these or- 
ganizations, in agricultural experiment sta- 
tions, and in the Division of Cooperative 
Marketing of the Department of Agricul- 
ture, created by special act of Congress in 
1926. 

In meeting the problems of modern eco- 
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nomic life, farmers cannot retain in their 
business policy that traditional individualism 
characteristic of an earlier period. 

They need unity of action comparable ty 
that attained by labor and industry, to ex- 
ercise a stabilizing influence and a vreater 
bargaining power in the market, and to gain 
a greater mastery over their business affairs. 
The goal will be reached, if at all, with 
the guidance of research, in which the re- 
sults of each specific study are brouglit to- 
gether into a growing body of knowledge 
of business organization and _ procedur: 


The Tariff Question 


OVERNMENTAL action to solve the 

farmers economic problems has occu- 
pied a place of growing importance in pub- 
lic discussion since 1920. This has stimu- 
lated interest in economic research as a 
basis for agricultural policy. 

It has been asserted by some that the 
present protective tariff is the primary cause 
of the agricultural depression. On the other 
hand, it has at least been intimated by others 
that the farmer is one of the chief bene- 
ficiaries of the tariff. But just where the 
truth lies between these extremes is largely 
a matter of opinion. 

In his Annual Report for 1927, Secretary 
Jardine says: 

“* * * Many branches of agriculture derive 
substantial benefit from the tariff. It should be 
possible, however, by impartial study of the man- 
ner in which tariff duties affect different com- 
modities, to devise means of increasing this benefit. 
Trustworthy statistics are not available to show 
the degree to which the advantages of the tariff 
to agriculture are offset by disadvantages due to 
its effect on the commodities that farmers buy. 


Any discrimination which may exist should be 
ascertained and corrected. * * *” 


We have not progressed very far in ascer- 
taining the farmer’s position in our tariff 
structure. It is possible that he is a bit 
tired of being told what his position is un- 
der the tariff, and that he wants to be shown, 
This can be done only by impartial study. 

In such research it is necessary to keep 
the “woods” in view, lest we be lost among 
the “trees.” The effect of the tariff is sure- 
ly not limited to its direct influence on the 
price of this or of that commodity. It is 
also necessary to consider the effect on the 
balance of international payments and on 
foreign demand for our exports. Again, 
it is important to consider the effect of 
the tariff on commercial confidence and on 
stability of business relations within this 
country, which is a vast free-trade territory. 
Research in this field calls not only for 
statistical evidence but also for hard reason- 
ing and an impartial attitude. 


Other Sources of Trouble 


DEARTH of convincing data, but an 
abundance of assertions, characterizes 
discussion of the relation of certain other 
national legislation to the farmer’s economic 
status. Our railroad laws, the immigation 
law, and other legislation have been cited 
as causes of the agricultural depression. 
Those who seek in these statutes, and in 
the tariff, a personification of all economic 
evils afflicting the farmer do not explain 
the fact that since the war agriculture has 
been depressed in many countries having 
different laws and varying commercial sys- 
tems. 
Public expenditures and taxation in their 
relation to agriculture are mainly. a. matter 
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for governmental action by states, since few 
farmers now pay direct taxes to the na- 
tional government. Many comparisons have 
been made between taxes in agriculture and 
in other industries. However, the farmer’s 
relation to taxation is more complicated than 
the mere comparison of property levies and 
other taxes in rural and urban districts. 

It is generally agreed that taxes levied 
on farm real estate are not shifted to the 
consumer because these taxes do not curtail 
the output, and hence do not increase the 
price of farm products. Taxes on farm land 
may even increase the volume of farm prod- 
ucts by forcing land into higher use. 


The Tax Problem Involved 


HE extent to which taxes collected from 
others are shifted to the farmer is a 

very involved question and a challenge to 
the research worker. It is often contended 
that the general public, including farmers, 
is in fact paying the high income and ex- 
cise taxes, or a substantial part of them, 
in the form of higher prices of certain goods 
and services. Taxes levied on improvements 
in towns and cities may be shifted in part 
to farmers who patronize businesses in these 
places. In so far as this is true, the farm- 
ers are paying more taxes than their re- 
ceipts show. Be this as it may, the rela- 
tion of direct and indirect taxes to the farm- 
er’s economic position cannot be ignored in 
any comprehensive explanation of the simul- 
taneous phenomena of high taxes in gen- 
eral, industrial and commercial prosperity, 
and agricultural depression in recent years. 

State and local banking and our credit 
structure as a whole are fields for research 
of great importance to agriculture. While 
bank failures have been numerous since 1921 
in the regions affected most by the agri- 
cultural depression, it should not be over- 
looked that the shortcomings of our bank- 
ing systems and policies may have had more 
to do with bank failures and even with the 
severity of the agricultural depression than 
is commonly supposed. 

It is generally recognized that many of 
the agricultural states have too many banks. 
While it would be erroneous to assume that 
the prevalence of bank failures in these 
states since 1921 was due exclusively to the 
large number of banks, it could hardly be 
doubted that an excessive number of banks 
had a great deal to do with overextending 
bank credits in the boom years following 
the war. 

Risk in agriculture also calls for thor- 
ough research. A bill has been introduced 
in the present session of Congress (S. 2149, 
by Senator McNary) providing for a fun- 
damental study of crop insurance. This is 
one of many examples of congressional 
effort to promote fundamental research as 
a basis for economic policy in agriculture. 


Land Utilization a Factor 


AND utilization has a vital relation to 
the surplus problem, which is the bone 
of contention in farm legislation. It should 
be clear that more land in use is not needed 
for the present, although additional land 
will probably be needed as population grows. 
It would be well, therefore, to classify more 
fully our land resources from the stand- 
point of the uses to which they may be put. 
Such research would serve as a basis for 
land utilization in the future. 


$9500,000 IN DIVIDENDS 
paid i in 1927 


Cond Srock 


In 1927 the 58,000 owners of Cities 
Service Common stock were paid over 
$9,500,000 in cash or stock, bringing 
the total paid in dividends on this 17- 
year-old security to over $92,000,000, 


You can become a profit-sharing part- 
ner for 1928 in the $650,000,000 Cities 
Service organization by putting your 
investment dollars to work in Cities 
The illustration SeTVice Common stock. At its present 


above shows a 


powerplant ofthe Ptice, this security will give you a net 


St. Joseph Rail- 


way, Light, Heat yield of over 8% on your money. 


and Power Co., 

St. Joseph, Mo.,an 
important Cities 
Service public 
utility subsidiary. 


Henry L. Doherty & Co. 


vlease send me full inform- 
ation abouthow I may partic- 
ipate in the 1928 dividends on 
Cities Service Common stock 


While research on these and other prob- 
lems is essential to wise public policy in 
agriculture, it is not all that is needed. In 
the long run, public opinion is the source 
of governmental policy in a democracy. 
Washington said in his farewell address: 

“In proportion as the structure of a government 


gives force to public opinion, it is essential that 
public opinion should be enlightened.” 


Since Washington’s day the extension of 
suffrage and other changes have brought 
the government closer to the people. The 
organization of groups along lines of mutual 
interest has also made public opinion more 
articulate. These groups are studying their 
problems and presenting their case effective- 
ly to influence public policy. 

Not only has public opinion become more 
articulate and perhaps more effective, but 


cAddress 


183C-22 


the governmental activities have become in- 
creasingly economic in character. There- 
fore, governmental action for the solution 
of economic problems, including those of 
agriculture, depends not only on research, 
but also on the adequacy of the means of 
disseminating its results, which must be im- 
bedded in public opinion before they can be- 
come vital principles of action in public 
policy. 


Regional Conferences 


The Regional Conferences of. the Ameri- 
can Bankers Association afford excellent 
opportunities for the solution of banker 
problems. In this issue of the JOURNAL 
there is listed a series of meetings which 
will be of profit to thousands of bankers. 


28 655 
‘ir 
sm 
to 
x- 
er 
in 
rs, 
th 
ge = 
se 
er 
rs 
e- 
1e 
ly 
ry 
ve 
n- 
m- 
it, 
Ww 
iff 
to 
y. 
be 
r- 
ff 
it 
1- 
n, 
ig ~ 
Henry({/Doherty 
& 
is 
e SF 
n, 
n 
iS 
r 
| 


AMERICAN BANKERS ASSOCIATION JOURNAL 


February, 1928 


JOHN HANCOCK SERIES 


Life Insurance Trusts 


A Trusteeship Based Upon the Proceeds 
of Matured Life Insurance Policies 


HAT provision have you made against the 

shrinkage of your estate through taxes and 

administrative expenses after your death? 
Have you made certain that your beneficiaries will 
receive all you have planned to leave them? 

Every business man should establish a Life In- 
surance Trust to offset the inevitable shrinkage from 
estate, inheritance and transfer taxes, executor’s and 
legal fees, and unexpected expenses. 

A Life Insurance Trust insures prompt payment of 
taxes assessed on your estate, and safeguards the in- 
terests of your beneficiaries. Jt cuts the cost of ad- 
ministration, and causes your estate to grow, not to 
shrink, after you are gone. 


Let us send you the John Hancock 
booklet, ‘‘Estate Conservation and Life 
Insurance Trusts,’’ containing interesting 
facts and practical suggestions for estate- 
protection. Send for it today. 


Inquiry Bureau 


Lire INSURANCE COMPANY 


oF BOSTON, MASSACHUSETTS 


197 Clarendon St., Boston, Mass. 


Insurance in force of $2,750,000,000 on over 6,250,000 pol-_ 
icies. If your policy bears the name John Hancock, it 
is safe and secure in every way. 


A. B. J. 
: SIXTY-FIFTH YEAR OF BUSINESS 


LIX We Will Give You 
S| Reliable Information 
ey About Canada 


DEVELOPMENT BRANCH: For information regarding the mining in- 
dustry of Canada, the development and supply of industrial raw mate- 
rials available from resources along the lines of the Canadian Pacific 
Railway, consult this branch. 

We have an expert staff continuously engaged in research relative 
to all resources including the examination of mineral deposits. Practical 
information is available concerning development opportunities, the use 
of by-products, markets, industrial crops, prospecting and mining. 


BUREAU OF CANADIAN INFORMATION: The Canadian Pacific Rail- 
way, through its Bureau of Canadian Information, will furnish you with 
the latest reliable information on every phase of industrial and agricul- 
tural development in Canada. Our Reference Library, at Montreal, 
maintains a complete data service covering Natural Resources, Climate, 
Labor, Transportation, Business Openings, etc., additional data con- 
stantly being added to keep it up to date. 


Canadian Pacific Railway Company 


Department of Colonization and Development 
J. S. DENNIS, Chief Commissioner. Windsor Station, Montreal, Can. 


Preparedness Does 


Prevent 


(Continued from page 593) 
had served sentence for robbery with a 
dangerous weapon, and the other as John R. 
Benton, several times arrested on suspicion 
of participating in holdups, but never con- 
victed. 

Passersby outside the bank, attracted by 
Mrs. Demorest’s cries and the breaking of 
the window, observed details of the holdup 
with sufficient accuracy to furnish police 
with excellent descriptions of the robbers 
who fled and of their two automobiles, which 
resulted in the immediate positive identifi- 
cation of one of them and partial identifica- 
tion of another. 

“Were you excited?” Mrs. Demorest was 
asked. 

“Not at all,” she replied. “Only mad. I 
was thinking of what I had read in the 
article in the BANKERS JOURNAL about be- 
ing ‘hard-boiled’ and reducing holdups, and 
thought it a good time to put the advice 
into practice.” 

Incidentally, it was another cashier and 
his wife who had put a stop to bank hold- 
ups in Portland for nearly two years prior 
to the robbery of the Mt. Scott hank in 
December. 


Another Daring Couple 


HAT couple were Mr. and Mrs. Charles 

B. Drake of the Park Rose State Bank. 
The final robbery of that bank was on 
March 16, 1926. It was the fourth robbery 
of the bank in fourteen months, approxi- 
mately $6,000 having been obtained. The 
successful raids had been made before Mr. 
and Mrs. Drake took charge. 

The final attempt to rob the Park Rose 
Bank was frustrated by the simple but heroic 
act of Mrs. Drake in handing her husband 
a sawed-off shotgun as two holdup men 
confronted them with revolvers. Mr. Drake 
fired the shotgun. The bandits fled with 
their two “outside” men, and the Park Rose 
Bank has not since been disturbed. 

Nor was any other during the twenty-one 
months intervening between that holdup and 
the first holdup of the Mt. Scott bank last 
December. 

So it would seem that in Oregon at least 
preparedness plus woman’s courage does 
prevent holdups. 

At the Mt. Scott bank a heavy “deer- 
rifle’ now stands permanently within easy 
reach of some employee. 


A Gift of $1,500,000 


N outstanding gift for the improvement 
of agriculture has been made by A. P. 
Giannini, president of the Bancitaly Corpora- 
tion and chairman of the Board of the Bank 
of Italy National Trust & Savings Asso- 
ciation. 

Mr. Giannini has established an agricul- 
tural foundation of $1,500,000 for the scien- 
tific improvement of agriculture in the state 
of California. It provides for the erection 
of a building at a cost of $500,000 on the 
campus of the University of California at 
Berkeley, and this building will be the head- 
quarters of researches in agriculture. 


| 


February, 1928 


Ways to Interest 
(Continued from page 604) 


panies have spent on insurance advertising 
and what the insurance companies have 
spent on trust advertising would not be 
made. 

When one thinks of all the meetings held 
under the auspices of trust companies and 
local insurance organizations throughout the 
country, to say nothing of the advertising 
and literature put out by trust institutions, 
one may readily see that the movement is 
really gaining ground. 

As far as the writer knows no insurance 
company, with one exception, has ever spon- 
sored a meeting at which only trust officials 
were gathered with the idea of promoting 
this cooperation. The one exception was a 
meeting held in the home office of an in- 
surance company, at which the officials of 
all of the trust companies in the immediate 
locality were gathered for a friendly dis- 
cussion of the subject. If this were done 
by more insurance companies, certainly much 
of the burden upon the shoulders of the 
trust companies and the individual salesmen 
would be removed. 


Trust Company Classes 


NE of the most encouraging signs of 

progress is found in the classes being 
held under the auspices of trust companies 
or underwriters associations, either singly or 
jointly. Hart & Eubank in New York a 
year ago, in cooperation with the Guaranty 
Trust Company, held several meetings, at 
which from 400 to 600 insurance men lis- 
tened to discussions: on the value of the life 
insurance trust. The Equitable Trust Com- 
pany in New York is now conducting meet- 
ings of a similar vein. The Northern Trust 
Company in Chicago, The Fidelity Union in 
Newark and the Union Trust Company in 
Detroit have each used this plan, and other 
trust companies throughout the country are 
working with their underwriter associations 
for the good of the cause. 

As a matter of fact the writer has at- 
tended over 150 of these meetings in the 
past five years in various parts of the United 
States. Various plans are employed at these 
meetings to reach a common plane. 

A very unique idea used to interest cer- 
tain classes of insurance men in the subject 
is one devised by the trust officer of the 
State Bank of Chicago. At specified times 
he gathers a half dozen insurance men into 
his private office and holds an informal 
discussion with them. If a trust official can 
so arrange his schedule as to enable him to 
thus gain the personal friendship of the 
individual underwriters, more may be satis- 
factorily accomplished with this plan than 
perhaps any other yet brought forth. 

There is a great difference of mental cali- 
ber among the various members of the in- 
surance profession. Every insurance man 
has not sufficient business education or 
knows enough of even the most general of 
legal principles to incorporate the life in- 
surance trust into his sales program, nor 
does every insurance man serve a clientele 
to which the life insurance trust is accep- 
table. There is but a relatively small por- 
tion of the thousands who are selling in- 
surance who are able to use the life insur- 
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When your depositors 


invest 


We are always in a position to 


help you in advising those of your 


depositors who may be seeking 


bond investments. Our lists include 


a variety of issues suitable alike 


for your bank’s own funds or for 


the investment funds of your 


depositors. 


You can easily keep in touch 


with this broad market through 


our special Bankers’ List. We will 


send it regularly upon request. 


The National City Company 


National City Bank Building, New York 


Offices in more than 50 leading cities throughout the world 


BONDS 


SHORT TERM NOTES , 


ACCEPTANCES 


ance trust advantageously, but that number 
is constantly growing. 


Trust Officer Should Not 
Attempt— 


HE average trust officer is not a life 

insurance expert and should not attempt 
to discuss with his client the relative merits 
of one company’s policies or another. When 
he does so he is assuming the position of 
the insurance counsellor, a place where he 
serves with neither merit nor distinction. 
By the same token it follows that the trust 
company or bank selling life insurance is 
retarding rather than assisting in the promo- 
tion of amity between these groups. The 
time may come when the home offices of 
insurance companies will promote the sale 
of insurance by trust companies, but the ini- 
tiative should not be taken by the trust 


companies, in the writer’s judgment, at a 
time when the best interests of both profes- 
sions may be served through demonstra- 
tions of concord. 

There is abundant reason for considerable 
optimism over the future of the movement. 
Over $16,000,000,000 of insurance was 
placed in the United States during 1927. 
This amount is practically equal to the na- 
tional debt. It gives authority to the as- 
sertion that within another generation the 
amount of insurance in force in this coun- 
try will be equal to our national wealth. 
When we consider the tremendous growth of 
the insurance business and recall the strides 
made by the trust companies, -which have 
under their control now such tremendous 
properties, we recognize that these two great 
giants, both preaching the doctrine of insti- 
tutional service, have much in common and 
can well cooperate advantageously. 
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For Banks 


with Travel Bureaus 
TRAVEL BOOKLETS —ENGLAND AND SCOTLAND 


These booklets will assist your clients in planning 
trips to England and Scotland, describing in detail 
what to see and how to see it. They are illustrated 


and contain maps. 


WRITE NOW FOR YOUR SUPPLY WHICH WILL BE 
FORWARDED PROMPTLY WITHOUT COST TO YOU. 


H. J. KETCHAM, General Agent, 


LONDON & NORTH EASTERN RAILWAY 
311 Fifth Avenue, New York, N. Y. 


u 
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Municipal Bonds 


Safety of Principal 
All Maturities 
All Denominations 


Tax Exemption 


4V,% to 6.00% 


Write for Offerings 
and Bank Discounts. 


SheHanchett Bond 


Incorporated 1910 
MUNICIPAL BONDS 


39 South La Salle St., Chicago 
New York Detroit Philadelphia St. Louis 


= 


HARRIS TWEED 


DIRECT FROM THE MAKERS 
Hand-Woven, High Class Material, 
Aristocrat of 


and 

Tweed for Golf and All 

Sports Wear 

Patterns free on request—stating shades desired 

NEWALL 330 Stornoway, Scotland 
SUIT-LENGTHS CUT TO ORDER 


What Taxation Is Doing 


(Continued from page 591) 


but our present taxing system is so archaic 
in distributing its burdens that the land 
owner is slowly sinking out of sight in 
attempting to carry the load. The team is 
hitched up to pull the tax wagon with the 
evener out of line. The “nigh” horse is 
getting too much of the load in comparison 
with the “off” horse. It might be well to 
readjust the traces to the whiffletree be- 
fore the nigh horse drops in its tracks. 
Under the old regime taxation of real 
property was undoubtedly the most repre- 
sentative tax that could be imposed. The 
main values in capital were in land. As so- 
ciety developed, income non-visible 
sources began to play a constantly increas- 
ing part in the economic life of the nation. 
Personal service became more important. 
Income from ideas and from service re- 
sulted in an accumulation of personal prop- 
erty. But intangibles are hard to find, and 
from a taxing point of view are easily lost 
or passed on. The plain fact remains that 
real estate—the visible portion of property 
—pays over 80 per cent of all property tax. 
Here is where the farmer gets his, because 
all he has is in sight—either in land and 
buildings, live stock or farm equipment. 
When land was steadily rising in value 
and the price level of farm products was 
on a parity with other commodities, taxes 
could be paid. But when land values shrink 
30 per cent, as they have on the average 
(in some sections more than cut in two), 
and the tax assessment remains the same 
(or even increases), the burden on land 
in many cases has become unbearable. 
Formerly the ratio of taxes to the cash 
rent on good farms was from 10 to 15 
per cent of the income, but now the ratio 
has risen to 30 to 35 per cent. This is 
tantamount to working one-third of the 
time for the government in order to have 
two-thirds of the time to earn enough on 
which to exist. How much farther can 
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this go before actual confiscation of prop- 
erty occurs? Ask the county treasurers of 
hundreds of counties of the 3000 in the 
United States and find how much land in 
their counties is now delinquent as to taxes 
and how much has actually been lost by 
its:former owner on the basis of a tax deed 

If Colbert’s sententious saying is true that 
taxation is the art of plucking the goose 
with the least possible squawk, one may 
well wonder if an anesthetic is applied to 
lessen the skin reaction. 


Property Taxes Are Rela- 
tively Inelastic 


HE fundamental difficulty is the relative 

inelasticity of the property tax. It does 
not vary with the ability to pay, which 
naturally is based largely upon income. 
During these recent years when the farm 
income has been cut one-half, taxes in the 
main have not been reduced. The result 
is to double the burden. 

America calls herself progressive, but in 
the matter of taxation we are far behind 
England and Germany. What is needed is 
a non-political study of the whole field with 
the end in view of recognizing that greater 
justice and equality will come by transfer of 
a larger proportion of real estate taxes to 
other types of taxation. Whether this 
should be borne by income directly, or 
through a consumption or sales tax which 
indirectly comes back upon income, only a 
careful, unbiased analysis would determine. 

Naturally opposition to any change will 
come from those on whom the burden is 
now relatively lighter than it is on real 
property, but as America is now developing, 
and as it undoubtedly will develop in the 
future, is it not right? 


A Worth-while Problem 
for the A. B.A. 


Me?! people will not expect a national 
bankers association to take up such 
an educational campaign as this. No more 
statesmanlike step could be taken than for 
the American Bankers Association, with its 
roster of 21,000 members (which includes 
the financial leadership of America) to put 
its shoulder to the wheel to solve this prob- 
lem wisely. The country bankers of. this 
group are close to this problem. Many of 
them know, to their sorrow, that ownership 
in land is rapidly passing from the mort- 
gagor to the mortgagee. Too often they 
find themselves in the capacity of owners 
of the foreclosed lands on which they are 
obliged to assume these tax burdens. 
Some day America will solve this prob- 
lem in the light of twentieth century ideas. 
Must progressive America wait for an agra- 
rian revolution before we drop the tax 
methods of the days of Washington and 
Jefferson and line ourselves up with those 
countries that are industrially in our class? 


Knowledge is Power 


The average bank employee could render 
better service to the bank if he had more 
information. It is the aim of the Journal 
to each month carry to the bank informa- 
tion and opinions useful to the bank and to 
its staff. Our Group Subscription Plan 
makes it easy. 
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Regional Conferences 


OUR regional savings conferences will 

be held under the auspices of the Savings 
Bank Division of the American Bankers 
Association in March and April. 

Savings bankers and other bankers en- 
gaged in savings activities will meet at 
Seattle, Wash., on March 8, for a two-day 
session. Bankers from all the Pacific and 
Rocky Mountain states, in which are in- 
cluded Arizona, California, Colorado, Idaho, 
Montana, Nevada, New Mexico, Oregon, 
Utah, Washington, and Wyoming, are ex- 
pected. Sessions will be held at the Olym- 
pic Hotel. Jay Morrison, vice-president 
Washington Mutual Savings Bank, Seattle, 
is chairman of the committee of arrange- 
ments. 

On March 15 and 16, the savings bank- 
ers of the Middle West states will meet in 
Chicago, with headquarters at the Congress 
Hotel. This will be the fifth annual con- 
ference in this region. Arlan W. Converse, 
vice-president of the First Trust & Savings 
Bank of Chicago, will be the chairman. 

This conference will be attended by sav- 
ings bankers from sixteen states, including 
Arkansas, Illinois, Indiana, Iowa, Kansas, 
Louisiana, Michigan, Minnesota, Missouri, 
Nebraska, North Dakota, Ohio, Oklahoma, 
South Dakota, Texas, and Wisconsin. 

The eastern regional conference will be 
held in New York on March 22 and 23, 
with morning and afternoon sessions at the 
Hotel Commodore. There will be a luncheon 
at the Commodore on each of these days 
and on the night of March 22 there will be 
a dinner at the Hotel Biltmore. John J. 
Pulleyn, president of the Emigrant Indus- 
trial Savings Bank of New York, is at the 
head of the committee of arrangements. 

The New York conference will draw 
bankers from Connecticut, Maine, Massa- 
chusetts, New Hampshire, New Jersey, New 
York, Pennsylvania, Rhode Island, and Ver- 
mont. 

The fourth of the regional conferences 
will be at Richmond, Va., on April 5 and 6, 
with headquarters at the Jefferson Hotel. 
This conference will cover the Southeastern 
states, including Alabama, Delaware, Dis- 
trict of Columbia, Florida, Georgia, Ken- 
tucky, Maryland, Mississippi, North Caro- 
lina, South Carolina, Tennessee, Virginia, 
and West Virginia. G. Jeter Jones, vice- 
president First and Merchants National 
Bank, Richmond, is chairman of the com- 
mittee for the southern conference. 

George L. Woodward, president of the 
Savings Bank Division of the A. B. A. and 
W. Espey Albig, Deputy Manager of the 
A. B. A., will attend all of the conferences. 

It is estimated that 85 per cent of all 
classes of banks, including the commercial 
banks and trust companies, are now con- 
ducting savings departments. Among the 
topics which will be discussed at the con- 
ference will be methods of stimulating new 
and enlarging old savings accounts, means 
for increasing the permanence of accounts, 
development of investment services in con- 
nection with savings banking, the possibili- 
ties of profit in the bond investment ac- 
count, the desirability of increasing the list 
of legal investments for mutual savings 
banks and the rapid development of savings 
departments in commercial banks and trust 
companies. 


A Complete Banking Service 


The Midland Bank offers exceptional facilities for the transaction 
of banking business of every description. Together with its 
affiliations it operates nearly 2400 branches in Great Britain 
and Northern Ireland, and has agents and correspondents in 
all parts of the world. The Bank has Offices in the Atlantic 
Liners Aguitama, Berengaria and Mauretania, and a foreign 
branch office at 196 Piccadilly, London, specially equipped for 
the use and convenience of visitors in London. 


MIDLAND BANK 


LIMITED 
HEAD OFFICE : s THREADNEEDLE STREET, LONDON, E.C.2 


Affiliated Banks: Belfast Banking 
Clydesdale Bank Ltd., and North 


Send for 
this 


FREE 
Booklet 


CREDIT MANAGERS 


AWRENCE SYSTEM warehouse 

receipts will enable you to 
put manufacturers on a perfect 
loan basis by giving you cleat 
title to finished products or raw 
materials on hand at their plants 
through the creation of branch 
public warehouses in the man- 

ufacturers’ own factories. 


Send to our nearest office for the booklet 


JAWRENCE WAREHOUSE 
(OMPANY 


A. T. GIBSON, PRESIDENT 
29 So. La Salle Street _37 Drumm Street 
CHICAGO SAN FRANCIS.O 
Public Ledger Bldg. Gibson Terminal 
PHILADELPHIA OAKLAND 
W. P. Story Building Dexter-Horton Bldg. 
LOS ANGELES SEATTLE 


403 Hoyt Street 
PORTLAND 


Cooperative Bank Bill 


Senator Brookhart of Iowa has introduced 
a bill in the Senate “to create a complete 
cooperative banking system in the United 
States which would be independent from 
the commercial banking’ system.” 


Co. Ltd., Northern Ireland; The 
of Scotland 


Bank Ltd., Scotland. 


See Scotland first 


Every year more and more trans- 
atlantic visitors are entering Europe 
via Glasgow or Liverpool and mak- 
ing Scotland their first glimpse of 
the romance and beauty of the 
older world. 


That is as it should be. Scotland 
is a veritable storehouse of history 
and romance. 


The grim brave Covenanters were 
fugitives in her mountains, grim and 
stark as themselves. Great battles 
fought in the dawn of time have 
coloured her soil with royal blood. 
Yet in the Trossachs and round about 
the Firth of Clyde, the beauty of Scot- 
land is as gentleasasummer evening: 
the little homes of Scotland lie 
peaceful and lovely in every sheltered 
valley. 


The London Midland and Scottish 
Railway has two routes to Scotland 
—you may travel by one and return 
by the other. 


LMS 


Illustrated pamphlets from John Fairman 
(Dept. A41), 200 Fifth Avenue, New York. 
Or from any L M S Agent, Thomas Cook 
& Son, or the American Express. 
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WE underwrite and distribute Public 
Utility, Industrial and Municipal Bonds. 


Special service to Banks in bonds 
for investment or re-sale. 


Full details on request. 


AC.ALLYN*» COMPANY 


Incorporated 


67 West. Monroe St. 


New York Boston 
Louis Milwaukee 


CHICAGO Phone Randolph 6340 


Philadelphia 


Minneapolis San 


SHORT TERM INVESTMENTS FOR BANKS 


Our shorts. term obligations have 


been, purchased by more five 
thousand banks in the, United States. 


GENERAL MOTORS 
ACCEPTANCE CORPORATION 


Executive Office » 250 WEST sT. NewYork City 
Capital, Surplus © Undivided 


Profits 


New Books 


ACHIEVEMENT IN PHOTO-EN- 
GRAVING AND LETTER-PRESS 
PRINTING, 1927. By Louis Flader. 
Published by American Photo-Engravers 
Association, Chicago. 870 pages. $10. 


This book lays claim, and justly, to the 
distinction of being unlike any ever pub- 
lished. It is a volume of 870 pages, of 
which 649 are full page illustrations, 192 
being in black and 457 in two or more 
colors. In the body of the book and in its 
ninety-five inserts, 845 illustrations are used, 
forming undoubtedly the greatest collection 
of beautiful examples of photo-engraving 
and printing ever assembled. There are 
eighteen pages of review matter describing 


$50,626,000 


the various illustrations in detail and ex- 
plaining how the result in each was ob- 
tained. The announcement of the publica- 
tion of “Achievement” says in connection 
with this phase of the work: “This book 
lays bare the trade secrets of the graphic 
arts in a manner never before attempted and 
formerly quite impossible.” 

There are sixteen articles by leaders in 
industry, art, education and advertising, a 
complete treatise on electrotyping and stereo- 
typing, an article on letter-press printing 
and contributions from authorities on art 
and the preparation of copy for reproduc- 
tion typography, photography as a source 
of copy, photo-engraving, and the general 
field of illustrating and printing. 

The publishers announce that the actual 
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cost of the physical materials used in the 
book was more than a quarter of a million 
dollars and the average cost of preparing 
each copy $70. The illustration of “Achieve. 
ment” was participated in by 235 photo-en- 
graving establishments in the United States, 
Canada, England, France and Germany, and 
the body of the book was printed in five 
Chicago shops. It is estimated that 8000 
persons had a part in the preparation of the 
volume, which was eleven months in the 
making. 

Mr. Flader, in setting forth how he came 
to undertake the compilation of such a 
work, says: “It appeared to me that the 
Art and Science of photo-engraving, one of 
the most charming, alluring and useful of 
all, had never been presented to the public 
in a fitting manner. Here we have mystery, 
suspense, surprise, beauty, action and all the 
elements of drama and no impresario to 
fashion them into form and bring them to 
view. It was to that role I aspired and 
with that thought in mind and selecting 
pageantry as the most desirable form, I 
prepared ‘Achievement’.” 

Among those who have contributed arti- 
cles, each contributor having been chosen, 
the publishers announce, “for what he does 
rather than what he talks about doing,” are 
Adolph Zukor, president of the Paramount 
Famous Players Lasky Corporation; L. F, 
Loree, president of the Delaware & Hudson 
Company; George H. Lorimer, vice-presi- 
dent of the Curtis Publishing Company; 
Gilbert Grosvenor, president of the Na- 
tional Geographic Society; Ellwood Hen- 
drick, curator of the Chandler Museum of 
Chemistry; Dr. John H. Finley, associate 
editor of the New York Times; James 
Montgomery Flagg and Pierre De Mal- 
glaive, director general of the French Line. 
The articles dealing with technical subjects 
are by men actively engaged in the work 
about which they write. 


HOW TO UNDERSTAND ACCOUNT- 
ING. By Howard C. Greer, C.P.A, 
Professor of Accounting, Ohio State Uni- 
versity. Published by Ronald Press Com- 
pany, New York. 

A working knowledge of accounting essen- 
tials is clearly and concisely set forth in 
this book’s 250 pages. The reader will find 
a practical and readable treatment of the 
fundamental principles of accounting, simple 
record keeping, classification and valuation, 
auditing and internal check and budgetary 
control. One gets a satisfying grasp of why 
accounts are kept, what is behind them and 
how to apply the information furnished. 
Mr. Greer has a happy faculty of sum- 
marization, and in a few sentences often 
clears a problem which has given the aver- 
age business man trouble. 


USURY AND USURY LAWS. By 
Franklin Winton Ryan, Instructor i 
Business Reports, Graduate School of 
Business Administration, Harvard Uni- 
versity. Published by Houghton Mifflin 
Company, New York. 

This volume was the winner of first prize 
in the Hart, Schaffner & Marx essay con- 
test to stimulate interest in economics. Mr. 
Ryan, who, in addition to his work at Har- 
vard, has been engaged for five years mm 
research in the fields of finance, law and 
government, takes up in this book the ques- 
tion as to whether legislatures should at- 
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tempt to fix maximum rates of interest on 
loans. After a brief historical approach and 
an analysis of the problem of usury, he an- 
swers the questions of how to get rid of 
the old, anachronistic usury laws now on 
the statute books of forty-three states; how 
to annihilate the loan shark, and how to 
assure the legitimate small lender a fair 
profit on his operations. 

Among the appendices of the book is an 
abstract of the state interest and usury laws 
of the United States as of 1921; the English 
Money-Lender’s Act of 1900; the Uniform 
Small-Loan Law drafted by the Russell 
Sage Foundation, which has been enacted 
in either its original or slightly amended 
form in thirteen states, and a draft of the 
uniform pawnbroking bill, proposed and 
sponsored by the National Federation of 
Remedial Loan Associations. 


BANK LOANS ON STATEMENT AND 
CHARACTER. By Mahlon D. Miller. 
Published by Ronald Press Company, 
New York. $6. 


The author, who is manager of the new 
business department of the Lake Shore Trust 
and Savings Bank of Chicago, tells how 
accounting statements and the other data 
required should be presented so that the 
banker may get the truth and the borrower 
the most favorable consideration the cir- 
cumstances warrant. He also advises how 
the banker should form his final judgment 
on unsecured loans and what considerations 
outside the balance sheet should sway his 
decision. The book shows also what bank- 
ers regard as good accounting, business and 
financial policy, and reproduces twenty-seven 
balance sheets from rejected applications for 
loans, with the reasons for rejection in each 
case. 


RATIO ANALYSIS OF FINANCIAL 
STATEMENTS. By Alexander Wall 
and R. W. Dunning. Published by Harper 
& Brothers, New York. $4. 


This volume is announced as “an explana- 
tion of a method of analyzing financial 
statements by the use of ratios.” It goes 
into a careful study of the ratio of current 
assets to current liabilities as one of the big 
factors in reaching credit decisions by banks 
and credit executives. Recent experiments 
in tests for credit soundness are set forth 
and a method of discovering safe ratios in 
any type of business at any given time is 
explained. Every business man who ana- 
lyzes financial statements will undoubtedly 
find this book of value. 


THE ROAD TO PLENTY. By William 
T. Foster and Waddill Catchings. Pub- 
lished by Houghton Mifflin Company for 
the Pollak Foundation for Economic Re- 
search. $2. 


In this, the fourth of a series by the same 
authors, a way is suggested to “bring greater 
prosperity to business and more of the good 
things of life to all the people.” A plan, 
simple and easy to operate, and, it is con- 
tended, approved by business men, econo- 
mists and statesmen, is set forth in the form 
of a story that is interesting throughout. 
The scene is on a railroad train, and the 
characters are the passengers, persons from 
various walks of life, who relate their ex- 
Periences and observations and draw deduc- 
tions from them. 
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JACKSON, BOESEL & Co. 
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Daily Stock Market Letter 
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TRADE MARK REG. US. PAT OFF 


WIRE CLOTH 


used in connection with “‘Honsinger’’ Patented Bandit Resistant Devices 


makes your bank impregnable against the hold-up man. 


Write for booklet No. 79-C. 


It contains complete information about 


this bullet-resistant wire cloth as well as “‘Honsinger’ Patented Safety 
Deal Trays, Amplifiers and Gunports. 


BUFFALO WIRE WORKS CO., INC. 


(formerly Scheeler’s Sons) 


568 Terrace 


Est. 1869 


BUFFALO, N. Y. 


MADE UP TO A STANDARD—NOT DOWN TO A PRICE. 


AN ANALYSIS OF BANK STATIS- 
TICS FOR THE UNITED STATES. 
By Allyn A. Young, Professor of Eco- 
nomics, Harvard University. Published 
by Harvard University Press, Cambridge, 
Mass. $3.50. 

Professor Young has compiled a most 
complete and comprehensive record of bank- 
ing facts, with tables showing the condition 
of national banks, as a whole, on dates of 
call from 1867 to 1914. A chapter is de- 
voted to seasonal and cyclical fluctuations 
from 1901 to 1914, and another on regional 
differences in the same period, a study be- 
ing made of the banks of six geographic 
sections of the country and four representa- 
tive cities. The book also contains a reprint 
of the Review of Economic Statistics deal- 
ing with national banks from 1915 to 1926, 
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and shows that, despite the changes, the 
Federal Reserve Act and its amendments 
have made in their privileges and responsi- 
bilities, national banks, in the twelve years 
ending with 1926, continued a fairly con- 
stant proportion of all commercial banks. 


AUDITING THEORY AND PRAC- 
TICE. By Robert H. Montgomery, Pro- 
fessor of Accounting, Columbia Univer- 
sity. Published by Ronald Press Com- 
pany, New York. $6. 


This is a complete revision of Professor 
Montgomery’s widely read book on account- 
ing, reflecting the sweeping changes of the 
last few years not only in accounting but 
in banking, finance, credit and related fields. 
More than 50 per cent of new material has 
been added, the publishers announce. 
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it now. 


Underwriters 
and 


Distributors 
of 
Surety Guaranteed 
First Mortgage Bonds 


Issuing bonds under the Colonial 
Plan are old, established First Mort- 
gage Companies operating in the fol- 
lowing cities: 

Chicago, Detroit, Indianapolis, Pitts- 

burgh, Los Angeles, San Francisco, 

Seattle, San Antonio, Fort Worth, 

Louisville, Huntington, Charlotte, 

Greensboro, Winston-Salem, Ashe- 

ville, Tampa, Cleveland, Cincinnati, 

Philadelphia, New York. 

Inquiries from Investment Bankers 

solicited. 


The Colonial Mortgage 
Investment Company 


Citizens National Bank Building 


Baltimore, Md. 


Coins 


BOUGHT AND SOLD 


Rare Coin Book 65c. Illustrations. 
Money refunded if not satisfactory. 
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Has Your Library This Volume? 
It Should Have 


Volume XIX of the American Bankers Associa- 
tion Journal is a book of reference which should 
be in every bank, and in the private library of 
every banker, for with an extensive index in- 
cluding cross references it makes available a 
great fund of practical information. 


Volume XIX consists of the issues of a full year 
—July, 1926, to June, 1927, inclusive. 
in book covers and lettered in gold. Send for 


Sent Postpaid in the U.S. for $4.00 


American Bankers Association Journal 
110 E. 42nd Street, New York City 
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1000 


$9.00 $20.00 
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Imprinted with bank name, small extra charge. 
Specimen free on application. 
Send 20 cents for set of four (4). 


M. B. BROWN PRINTING & BINDING CO. 
37-41 Chambers St., New York, N. Y. 


CONSTIPATION DEAFNESS 
ARTHRITIS KIDNEY DISEASES 
and Many Other Chronic Diseases 

By Nat I Method 
Are Cured { RiguiarM.D-+ in 


TILDEN HEALTH SCHOOL 

3204 W. FAIRVIEW PL. DENVER, COLO. 
Arthur Vos, A.B., M.D., Pres. 
Write for FREE Literature 


Check on New Bank Charters 


(Continued from page 612) 


fully expressed the viewpoint of seasoned 
and conservative bankers. 

While the dwindling number of new bank 
charters issued may be attributed mainly to 
the fact that commercial opportunities for 
new institutions do not exist, the power of 
the bank commissioner or the banking board 
to reject applications has been a potent in- 
fluence. 


In the very nature of things, no one is 
so well fitted to pass on charter questions 
as the commissioner of banking. This au- 
thority, of course, should be exercised 
chiefly with a view to supplying each com- 
munity with safe, adequate banking facili- 
ties, but it must be borne in mind that bank- 
ing can be easily overdone, resulting in dis- 
astrous competition. Hence the importance 
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of carefully weighing all factors involved 
in bank charter applications—the character, 
ability and responsibility of the organizers: 
the need for banking facilities rather than 
the exploitation of local rivalries and am- 
bitions. 


HE experiences of the several states 

that confer absolute power upon the bank 
commissioner to grant or reject charter ap- 
plications have been uniformly satisfactory, 
The New York law, for instance, provides 
that no bank can be chartered, change its 
place of business, or establish branches with- 
out the approval of the bank commissioner, 
whose decree is final. 

At a recent meeting of the supervisors of 
state banks it was certainly the pronounced 
consensus of opinion that this public policy 
would do much to promote the safety of 
banking, as it would head off unnecessary 
banks, prevent bad banking situations due to 
unwholesome competition, and promote more 
stable conditions. It is a partial explana- 
tion of why each succeeding year of late 
has shown fewer banks in operation. A 
number of the bank commissioners are 
earnestly encouraging further consolidations 
of small banks and predict that our grow- 
ing country will have fewer banks. 

“Fewer banks with adequate capital and 
efficient management” should be the slogan 
of the bank commissioners and charter 
boards of the various states. 


Interest Rates 
(Continued from page 588) 


institutions should apply to them. The 
remedy for their competition is not in per- 
mitting them to make the terms upon which 
banking shall be conducted but in requir- 
ing them to conform to the conditions which 
are deemed necessary to safe banking. 

In short, banking has a field of its own 
outside of which it should not seek to go 
and in which it should not be molested by 
unfair competition. It should not seek to 
build up a great volume of deposits on an 
uneconomic basis, and whether or not a 
given class of business is properly within 
the banking field is to be determined by the 
willingness of the public to pay a compen- 
satory charge for it. 


In Conclusion 


ITH a declining tendency apparent in 

the interest return, both upon short and 
long term employment—that is, upon cur- 
rent as well as investment wealth—is there 
logic in the maintenance of existing. inter- 
est rates paid by American bankers on 
current, time and savings accounts? In 
view of the competitive banking situation in 
various cities and between various sections, 
hesitation to be first in making reductions 
is likely to delay action, but if the argument 
is sound we may expect the characteristic 
courage of our bankers to manifest itself 
in Clearinghouse action here and there, with 
a general movement following. Because it 
is right there is good reason to believe that 
such a movement will not offend the de- 
positing public, which demands above all 
else conservative banking. 


=i 
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The Board Will Meet Today 


Wherever a board of directors 

meets, be it Pittsburgh, Port- 

land or Pasadena, there is pretty. 

sure to be at least one banker on 
the board—sometimes there are several, and the 
banker is never on the board just for the purpose 
of ornamentation. 


Think of the tremendous influence of the ap- 
proximately 100,000 officers in the member 
banks of the American Bankers Association 
reached by the Journal. To this vast and 
important audience advertisers in the Journal 


tell their story and_ bankers 
everywhere tell us those stories 
each month are an_interest- 
ing and helpful group of pages. 


AMERICAN BANKERS 


Association 


JOURNAL 


When writing to advertisers please mention the American Bankers Association Journal 
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WHAT DO YOU THINK? 


Letters of Introduction 


S a contribution to the discussion 

opened by Fred W. Ellsworth of the 
Hibernia Bank and Trust Company, New 
Orleans, on letters of introduction and the 
proper form to use, there comes another 
form from J. A. Spekenhier, executive 
vice-president of the First State Bank & 
Trust Co., Bogolusa, La. The latter bank 


uses this form: 


Dear Sirs: 
This letter will serve as an introduction to: 


Mr. Benjamin Blank 
(his signature) 


Resident Manager of the Blank Lumber Com- 
pany who is contemplating a sojourn in your 
fair city. 

Mr. Blank is one of our valued patrons, and 
we will be very glad indeed to honor his drafts 
on us up to $1,000 in any one month. 

His signature appears in the body of this 
letter and courtesies extended to him will be 
greatly appreciated and reciprocated by us. 

Yours very truly, 


“One letter suffices,” says Mr. Speken- 
hier, “and the signature cannot be cut off 
or out, as would be possible if placed at the 
bottom of a letter, and a_ substitution 


effected.” 


Use the Clubs 


ble average commercial club is a good 
vehicle from which to distribute in- 
formation about banking. Such audi- 
ences always are friendly, sympathetic and 
open minded. The environment is ideal. 
J. Harry Kelley, cashier of the Athens 
National Bank of Athens, Pa., recently ex- 
plained the problem of small accounts to 
the Athens Rotary Club in the course of 


which he said: 


“Some of the city banks have found that 
their large accounts are conducted at a loss 
to them and in a neizhbor:ing city in New 
York state one of our trunk line railroad ac- 
counts does not compensate for services ren- 
dered unless the average balance maintained 
is $30,000 or more. This is due to the ex- 
ceedingly heavy activity of the account. I 
mention this as an experience which others are 
having where expert attention is given to costs 
but our troubles are not so much of this type 
as they are with the smaller accounts. 

“We do not want it understood that we do 
not wish to encourage the small account but 
we do wish to call the public’s attention to the 
leak in our business which leak we wish to 
prevent as far as possible and we wish our 
small depositor would avail himself of our 
savings account facilities where the cost of 
operation is much less. We want to help them 
to grow but we feel we have a right to call the 
public's attention to our problem and trust 
they will see it as we do. Men of the right 
ideals do not wish to have a bank render them 
services for which they are not permitted to 
pay, and the banks who have built up substan- 
tial surplus and undivided profits accounts 


x Being a more or less personal talk between the Epitor and the READER &. 


and who continue to give without return are 
simply ‘Living off their own fat.’ 

“We are not clipping 6 per cent coupons 
any more and 7 and 8 per cent coupons are 
only a memory. To get safety, we must 
sacrifice yield and we find ourselves clipping 
4% and 5 per cent coupons and many of the 
latter have cost us a premium. Stationery 
has doubled and in many instances tripled, 
salaries are double those of 25 years ago and 
yet we pay the same interest now as then with 
the higher expenses and lower incomes.” 


Many bankers have spread the news in 
this way and what Mr. Kelley told the 
business men of Athens might profitably 
be repeated to similar groups in thousands 
of other communities where the story has 
not yet been told in the form of an ad- 
dress. 


Does the Account Pay? 


INCE the last convention of the Ameri- 

can Bankers Association there have been 
coming to the headquarters of the Associ- 
ation letters requesting copies of the “Rule 
of Thumb” book. 

There is no such book but there is a 
pamphlet by the Committee on Analysis of 
Accounts of the Clearing House Section. 
The pamphlet was prepared to meet the de- 
mand for information as to cost account- 
ing. In the course of his address as Presi- 
dent of the Clearing House Section during 
the A. B. A. Convention, John R. Downing, 
referring to the pamphlet, said, ‘The 
enormous demand for this booklet indicates 
that the rule-of-thumb day in banking is 
gone. Banking economics demand that 
profit and loss elements be definitely de- 
termined and allocated in order that rem- 
edial steps may be taken to stop leaks and 
losses.” 

It is a good pamphlet and many bank- 
ers are deriving profit from it, though the 
name by which some ask for it is the poison 
whereas the thing they want is the antidote. 

Ask for the pamphlet, “Does the Ac- 
count Pay?” 


Service Charge in 


South Dakota 


HE South Dakota Bankers Association 

is making a survey to ascertain to 
what extent South Dakota bankers have 
adopted the service charge on unprofit- 
able checking accounts. 

Up to January 25 there had been re- 
ceived 191 replies. One hundred banks 
have adopted a service charge and in most 
cases this charge is fifty cents on accounts 
averaging under $50 providing three 
checks, or more, have been written during 
the month. Sixteen banks which have not 
yet adopted the charge expect to do so 
before June 1. 

Of the 191 banks which replied, 160 
have adopted a schedule of charges for 
miscellaneous services. 

Competition is the life of trade—gener- 
ally speaking, but among many groups of 
banks, cooperation would mean more life, 
longer life, and better profit for all con- 
cerned. 
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Banks Working Together Now 


HE New Mexico Bankers Association is 

taking the preliminary steps for the 
establishment of a central credit bureau, 
Every response to a letter of inquiry 
sent out from the office of the association, 
with one exception, was favorable to the 
project. The following letter from G. K, 
Richardson, president of the Carlsbad Na- 
tional Bank, at Carlsbad, N. M., inter. 


estingly presents the case for a central 
bureau and indicates that such an _insti- 
tution may be the means of promoting 
better understanding, and better profits in 
places where there is now ruinous competi- 
tion and losses for which there is no good 
excuse :— 

“I feel very strongly in regard to the 
good which may be done in the state of 
New Mexico by the use of this credit 
bureau. Aside from the fact that it is an 
unusual experiment along this line, in that 
it covers a large section of the country, it 
will do more to allay suspicions and 
jealousies between local members of the 
banking fraternity than anything I know 
of, and I have found out through my own 
experience that nothing contributes to the 
success of good banking as does a cordial 
and cooperative relationship between 
bankers in the same communities. 

“I have had the fact brought home to 
me more satisfactorily in Oklahoma, where 
we had four banks in a little town of 3,000 
people, of which ours was the largest. We 
found that all four banks were fighting one 
another, were suspicious of each other, 
were secretive, and made no attempt to co- 
operate in lessening the evils of duplicate 
borrowing, and in fact seemed to be per- 
fectly delighted and willing when one of 
the neighbor banks got stung. My partner 
and I decided that this sort of thing had 
to end, and when we got through with them 
all the banks were helping one another in 
collecting their bad debts, and our closest 
competitor had become our best friend. I 
think you will find that will be the result 
of our Central Credit Bureau. If your 
response to this call throughout the state 
is sufficient to warrant the formation of this 
Bureau, I will then try and get some of our 
neighbors on the border line of Texas and 
New Mexico to come in with us, and I 
think they will be only too glad to do it, 
and share some of the expense. However, 
to my mind, the expense cannot be very 
large per bank and no one can object to 
that feature of it. 

“The advertisement New Mexico would 
get from the ‘First State Central Credit 
Bureau,’ would be worth all the cost.” 
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